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Econnadeat protection through 


constant fire prevention work 
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ARE GENERAL FIRE INSURANCE CARRIERS 





Millers Mutual Fire Insurance Co....................-08. Harrisburg, Pa. 


Millers Mutual Fire Insurance Co...................... Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co................ Wilkes-Barre, Pa. 


Millers Mutual Fire Insurance Association.................20ee/ Alton, Ill. 


Grain Dealers National Mutual Fire Ins. Co.............. Indianapolis, Ind. 


Western Millers Mutual Fire Insurance Co............... Kansas City, Mo. 


National Retailers Mutual Insurance Co... ,...............4..- Chicago, Ill. 


Michigan Millers Mutual Fire Insurance Co................. Lansing, Mich. 


Mill Owners Mutual Fire Insurance Co................... Des Moines, Iowa 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A service organization maintained by the Mill Mutuals. 
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There was no hese in 
1760. so the good citizens 
formed bucket lines 


from the fire back to the 





nearest water supply, 
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On the Firing Line 
Against Fire 


IRES burn more than the property they con- 


sume. 


erty owners, because heavy fire losses mean high 


insurance rates. 


Squarely facing the fact that re- 
duction of fire loss was the only ef- 
fective way to reduce the cost of 
insurance, Mutual Fire Insurance 
companies for almost a century 
have been in the forefront of the 
fight against fire. 


Mutual prevention work has been 
effective. Basic rates in many fields 
have been sharply reduced. 


FEDERATION OF 
INSURANCE 


They burn the dollars of other prop- 


Mutual fire insurance companies have paid losses 
promptly and fully—have led in fire prevention— 
have returned annual savings to policyholders. 


A mutual policyholder benefits directly by any 


An Unparalleled Record 


79 leading, legal reserve companies un- 
der State supervision constitute the 
Federation of Mutual Fire Insurance 
Companies. The oldest Federation com- 
pany was founded in 1752. Ten others 
are more than 100 years old. 


Of the remaining companies__ 
14 are between 75 and 100 years old 
20 are between 50 and 75 years old 
33 are between 25 and 50 years old 
1 is between 10 and 25 years old 


The Federation companies are protect- 
ing property to the extent of twenty- 
four billion dollars—have assets in ex- 
cess of two hundred and four million 
dollars—have returned to ee 
savings of more than four hundred and 
twenty-one millions of dollars. 





economy that benefits his company. 
There are no stockholders in a mu- 
tual corporation. 


A booklet outlining the princi- 
ples and workings of mutual fire in- 
surance will be sent upon request. 
No solicitation will follow. Address 
Mutual Fire Insurance, Room 2500, 
919 North Michigan Avenue, Chi- 
cago, Illinois. 


MUTUAL FIRE 
COMPANIES 








OWEN G. JACKSON 


Superintendent of Insurance 


STATE OF MISSOURI 


UPERINTENDENT Jackson, recently appointed to succeed E. L. Scheufler, is a former St. 

Louis attorney who has been practicing law since 1910. Active in Democratic politics for 
many of his 60 years, he is a onetime chairman of the St. Louis county board of election com- 
missioners. The new superintendent has had considerable insurance experience, having handled 
claims work for both insurance companies and railroads, and having served as financial agent 
in St. Louis for the Missouri insurance department. 
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A PHILOSOPHY OF REGULATION 


HEN the president of an or- 
ganization of almost any 
type has occasion to deliver 


an official address, nine times out of 
ten it tends to be slightly on the dull 
side. In any organization there are 
so many points of view to be weighed, 
so many cross-currents to be taken 
into consideration, that the usual 
spokesman hesitates to venture very 
far beyond the voicing of amiable 
platitudes. 

3ecause it deviated so sharply from 
the standard pattern, and did not hesi- 
tate to put into words a number of 
the speaker’s interesting opinions up- 
on subjects of wide insurance concern, 
the presidential address given by Ten- 
nessee Commissioner of Insurance 
James M. McCormack before the re- 
cent Grand Rapids meeting of the Na- 
tional Association of Insurance Com- 
missioners is worthy of more than 
passing attention. Much of its subject 
matter necessarily dealt with the busi- 
ness of the organization, and was of 
specialized interest for this reason. 
But many of Commissioner McCor- 
mack’s observations upon the broad 
picture of insurance supervision and 
operation deserve quotation. 


Following are a number of excerpts 
taken at random, and not necessarily 
in order, from the address: 


“We must perform our duties and 
face our responsibilities by effectively 
regulating the business of insurance, 
and by opposing any discriminatory 
taxing of that business that would un- 
fairly hinder commerce.” 

e @ ® 


“We cannot close our eyes to oper- 
ations of insurance companies that are 
improper and not in the public inter- 
est. Our regulations must be effective 
in fact and not of a rubber stamp de- 
gree. We should not hesitate to make 
recommendations to our legislatures 
to pass statutes, not only protecting 
the public interest, but preventing 
hazardous methods of operating, and 


eliminating unfair competition from 
those that attempt to be free of regu- 
lation and equitable taxation.” 

e @ @ 

“T think it is safe to predict that 
in this generation there will be no in- 
crease of Federal powers in the regu- 
lation or taxation of the insurance 
business, and it is probably safe to 
predict that existing Federal powers 
will be in all reasonable degree, from 
a practical viewpoint, returned to the 
states from which they sprang.” 

e @ ® 


“Let us return to a state of think- 
ing of State supervision, and quit 
emphasizing the Federal angle as 
caused by the Supreme Court de- 
cision. My prediction is that, during 
our generation, even the small amount 
of Federal authority now existing will 
be reduced, and will not in any event 
be increased. This certainly will be 
true if the companies operate in the 
public interest and the State insur- 
ance departments effectively regulate 
the insurance business.” 

e @ ® 


“One of our first considerations 
should be to get the rate schedules on 
a sound basis, and to eliminate hit 
and miss theories of rating that pro- 
vide no medium of balancing the er- 
rors of rating methods to an equitable 
basis in the overall picture.” 

ee @ ® 

“It would not be in the interest of 
the public welfare to force insurance 
companies to operate in a hazardous 
manner that may tend to bring about 
their eventual insolvency. It would 
be somewhat demagogic to continu- 
ally set up a hue and cry for lower 
rates, regardless of the justification 
of such demands. Personally, I have’ 
preferred that the margin of safety 
be at least on the plus side to a reas- 
onable degree.” 

ee @ @® 


“The more I hear and see of the 


many technicalities and complicated 
statistics, and the many changes from 
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plan to plan that distort past statis- 
tical records and confuse comparison 
with older plans, the more. I reach the 
conclusion that at least to the extent 
of the pure premium, that is the load- 
ing for losses in the premium charged 
the assured, that the company acts 
somewhat in the viewpoint of a fidu- 
ciary agent of the policyholder and 
owes to the policyholder in groups 
and as a whole an eventual accounting 
of at least the pure premium.” 
ee @ ® 

“T have personally admitted in this 
talk, and not as President of this As- 
sociation, that I am inclined to look 
with sympathy upon a reasonable de- 
gree of plus, so that there would, be 
no unreasonable hazard of inadequate 
rates that would threaten the solvency 
of insurance companies. I think that 
is the natural reaction of company 
executives. However, there should be 
provided in the long range rate struc- 
ture some contingency factor that 
would eventually adjust with the poli- 
cyholders of a group or as a whole 
over a long range period unfair over- 
charges of the past, and this same sys- 
tem could also be used in a like man- 
ner and in a like degree to reimburse 
companies by groups of policyholders 
or by policyholders as a whole for 
catastrophe losses that have been an 
unfair and undue drain upon the com- 
panies. 

“Such a balancing item or contin- 
gency factor applied in identically the 
same manner and in the same means 
to adjust overcharges or undercharges 
in the rating structure as a whole, and 
not intended to apply to the individual 
risk, could tend to stabilize rates and 
avoid criticism of the American in- 
dustry of insurance. 

“Tt is not intended to eliminate the 
legitimate profit of the underwriting 
company but, frankly, it is intended 
to eliminate the speculative feature of 
underwriting, stabilizing underwriting 
profits to a reasonable, acceptable 
amount, which may be a part of the 
earnings of the insurance company, 
together with its earnings from in- 
vestments or otherwise. 

“Premiums and losses should be 
statistically kept by each type of poli- 
cy form. For example, in the accident 
and health business, one type of policy 
form may be very liberal to the poli- 
cyholder and produce a high loss ratio, 
where another type of policy form 
may be unduly restrictive to the poli- 
cyholder and produce an exceedingly 
low loss ratio that would have the ef- 
fect of being unfair to the policy- 
holder.” 

ee ee ® 


“During the war we have gone 
through a period where the individ- 
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ual state insurance departments have 
been continually told that any request 
for information, including statistics, 
is an undue drain on manpower. This 
condition no longer prevails, and com- 
panies should at the earliest possible 
date make available to the various 
states requesting same all reasonable 
statistical information that may be re- 
quired to support a sound system of 
rating.” 
ee @ @ 


“Statistics alone will not in all cases 
provide a sound system of rating ; for 
example, the statistics of the past five 
years, including the war period of tire 
rationing and gasoline rationing, and 
the restriction on speed limits on the 
highways of our various states, would 
certainly not justify a basis of rating 
for the immediate future, with the 
elimination of gasoline rationing and 
the removal of speed limits, returning 
in some states to unrestricted speed. 
Such statistics, based on the year of 
Pearl Harbor and including the fol- 
lowing years of the war under ration- 
ing, would not take into consideration 
the judgment that should be used by 
the actuary recommending a sound 
and solvent and fair rate structure. 
For example, the actuary knows that 
the average age of automobiles on the 
highways today has increased to an 
alarming extent. Probably even a 
greater hazard, at least for the next 
few months and the next year, is the 
increased speed limit for automobiles 
that probably would not be safe in 
operation at a reduced rate of speed, 
because of retreaded, wornout and 
decayed tires and steering apparatus 
and wheels and axles and other me- 
chanical parts of cars that are close to 
the vanishing point of exhaustion be- 
cause of many years of natural over- 
work. ' 


“T do not make this reference with 
any intention of encouraging a higher 
rate structure on automobile insur- 
ance, but only to point out that com- 
panies must be cautious in regard to 
rates being too low to the same fair 
and reasonable degree that they must 
be cautious to the extent of not over- 
charging the purchaser of insurance 
by allowing rates to be too high.” 


“Speaking personally, I do not fav- 
or interlocking directorates of insur- 
ance companies, nor do I favor ex- 
cessive group fleet management, nor 
interlocking ownership of insurance 
companies. Yet an iron-bound rule 
in this regard would probably not be 
overly constructive. In some cases, 
as pointed out in Commissioner Frank 
Harrington’s fight for a multiple line 


insurance, the State laws themselves 
have limited certain types of compan- 
ies to a very narrow field, and such 
laws have had the effect of unduly 
handicapping the normal and natural 
operations of such companies. There- 
fore, it might be in the public interest, 
provided the gate is not opened overly 
wide, to allow a fire company to have 
a non-competitive casualty company, 
provided the financial condition of the 
fire company is sufficient to stand the 
strain. Of course the casualty com- 
pany would have the same privilege, 
or companies of reasonably like cir- 
cumstances. However, such reason- 
able ‘opening of the gates for non- 
competitive business as far as I am 
personally concerned, and in this re- 
gard the National Association of In- 
surance Commissioners must evident- 
ly speak for itself, would not mean 
that any insurance company of any 
type should be allowed to enter into 
the speculative field of investing in 
the stocks of other insurance com- 
panies and of interfering through the 
voting powers of such stocks with the 
management of such competitive com- 
panies. Likewise the interlocking of 
directorates could, and possibly would. 
have the same undesirable effect. 


“T recognize that in good faith some 
companies, even some mutual com- 
panies or companies of other types 
than stock companies, have wisely or 
unwisely allowed themselves to be 
found in a situation where they are 
interlocked by directorate and even by 
ownership with other companies of a 
different type; for example, a mutual 
company owning a stock company or 
even other complicated interlocking 
of directorate and ownership. Each 
one of these cases is worthy of indi- 
vidual study. As a whole I do not ap- 
prove of any type of: interlocking 
directorate or any type of interlock- 
ing ownership of insurance compan- 
ies, but there is an old saying that 
“The exception makes the rule.” I 
presume that this time-worn rule is 
based on the fact that the exception is 
intelligent, equitable, fair and in the 
public inerest. Personally I would 
like to see companies individually 
owned and reasonably competitive, 
either owned by their independent 
stockholders or their independent pol- 
icyholders, and not controlled other- 
wise.” 


“Investors in the capital of insur- 
ance companies are entitled to a reas- 
onably fair return. However, such 
reasonable fair return should be based 
on the actual cash investment and not 
upon the pyramiding of stock divi- 
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dends. Companies operating on such 
a profitable basis as to pay extremely 
high dividends or stock dividends 
should be investigated to see if the 
policy contracts are equitable to the 
public. However, a reasonable return 
should be provided for in the method 
of rating, based on fair policy con- 
tracts. The welfare of the stockhold- 
ers is secondary to the public welfare. 
Management contracts should be 
frowned upon, if not eliminated.” 


“The insurance business has been 
built upon a foundation of private en- 
terprise, and whether it be founded 
upon the charter of a stock company, 
a mutual company, a fraternal, a re- 
ciprocal or an assessment association 
or a Lloyds, it is all private enterprise 
on the American system of opportun- 
ity to the individual to serve with 
freedom of choice. We must always 
maintain in America and give prefer- 
ence to the operation of the insurance 
business on the basis of private en- 
terprise, and shall oppose competition 
from any unit of government, whether 
it be State or Federal, and we should 
oppose competition from corporations 
chartered by the Federal or State gov- 
ernments and unfairly subsidized at 
the expense of the taxpayers.” 


“We should not attempt to hinder 
the natural and proper development 
of any fair and reasonable Goyern- 
ment aid to the citizens of our coun- 
try on proper, sound forms of social 
protection. We should insist that 
such social protection be on a basis 
recognizing the maintenance of pri- 
vate enterprise, and that they be not 
unduly competitive to our system of 
private insurance. If wisely proposed 
by the Congress on a balanced budget 
basis, they need not necessarily in- 
terfere with the operations of insur- 
ance companies built upon the individ- 
ual thrift of our nation. It is most 
important that we encourage individ- 
ual thrift. We need not return to 
such rugged individualism that we 
would ignore the reasonable calls of 
humanity for deserved sympathy and 
assistance.” 


“Tt is an American condition, and 
in my personal opinion a healthy con- 
dition, where public officials acting 
through a voluntary association of 
public officials such as the National 
Association of Insurance Commis- 
sioners, can sit down and discuss with 
the industry that under the law they 
have the power and duty to regulate, 
the problems of the insurance industry 
that affect the public welfare. It is 
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a tribute to the spirit of American 
free enterprise that the insurance 
commissioners, at least as a whole, 
are supporters not only of the pub- 
lic interest of the policyholders but 
likewise and probably for the same 
reason are staunch supporters of a 
fair system of private enterprise in 
the insurance business.” 


NOTE UPON BRITISH 
INSURANCE HOLDINGS 


HATEVER else it may have 
accomplished the recent appeal 
by R. J. Thomas, CIO leader, that the 
3ritish government use its good 
offices in certain directions in connec- 
tion with the current General Motors 
wage negotiations did serve to call 
public attention to the almost-forgot- 
ten fact that the British government is 
a very substantial stockholder in a 
number of United States corporations. 
Its holdings of 434,000 shares of Gen- 
eral Motors common stock are merely 
a portion of these holdings, according 
to the list published in the Congres- 
sional Record on Dec. 6. 

The list was inserted in the Record 
at the request of U. S. Senator E. H. 
Moore, Oklahoma Republican, to bul- 
wark his contention that these securi- 
ties should be sold to American in- 
vestors. It is his position that not only 
is it undesirable for a foreign gov- 
ernment to hold so great an equity in 
American business, but that if it were 
liquidated it would provide Great 
Britain with enough dollar exchange 
to permit the cutting by some $500,- 
000,000 of the loan now being made 
to that nation. So far the idea does 
not seem to have gained many sup- 
porters. 

The British government was placed 
in the position of stockholder in a 
long list of United States commercial 
enterprises in 1941, when it desperate- 
ly needed dollars to pay for war ma- 
terials. It expropriated the holdings 
of its nationals in United States cor- 
porations, and pledged the securities 
as collateral for a loan of $425,000,- 
000 from the Reconstruction Finance 
Corporation. A total of $390,000,000 
of this sum was actually made avail- 
able, and the current balance due is 
approximately $242,925,058. The col- 
lateral is estimated by Senator Moore 
to be worth some $775,000,000 in the 
present market. 

The insurance industry always has 
been keenly interested in this situa- 
tion because of the fact that the list 
of stocks put up as collateral includes 
the British-owned shares in forty 
United States fire and casualty insur- 
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ance companies. Since these compan- 
ies were largely regarded as mere sub- 
sidiaries of the parent British insur- 
ance carriers which originally owned 
the securities, in most cases the shares 
represent a controlling interest in the 
companies concerned. What disposi- 
tion eventually would be made of the 
companies long has been regarded as 
an interesting question in insurance 
circles, since it was not considered 
likely that either the British govern- 
ment or the Reconstruction Finance 
Corporation had plans to enter the 
fire and casualty insurance business 
in this country. 

The companies whose stocks are 
pledged as collateral, together with the 
number of shares held by the Recon- 
struction Finance Corporation as of 
Oct. 31, 1945, are: 


American & Foreign Ins. Co. 14,900 


Capital Fire Ins. Co. 9,955 
Kagle Indemnity Co. 19,905 
Federal Union Ins. Co. 9,925 
Globe Indemnity Co. 24,875 
Newark Fire Ins. Co. 398,436 
Queen Ins. Co. of America _ 49,885 
Royal Indemnity Co. 24,914 
Seaboard Ins. Co. is 5,935 
Star Ins. Co. of America _ 9,935 
American Central Ins. Co... 19,985 
California Ins. Co. 24,945 
Columbia Casualty Co. 9,996 
Comm. Union Fire Ins. Co...._9,837 
Commonwealth Ins. Co. 9,935 
Fiomeland Ins. Co. of 

America 9,935 
Mercantile Ins. Co. 9,935 
Pennsylvania Fire Ins. Co. 9,955 
Columbia Ins. Co. 9,935 
Imperial Assurance Co... 9,120 
Phoenix Indemnity Co. 20,000 
United Fireman’s Ins. Co... 37,950 
Potomac Ins. Co. 7,990 
Orient Ins. Co. 9,955 
Safeguard Ins. Co. 7,405 
Eureka-Security F & M 

Ins. Co. 199,994 
Monarch Fire Ins. Co. 102,154 
Sun Indemnity Co. 8,360 
Sun Underwriters Co. 5,935 
American Union Ins. Co. 9,935 
Central Union Ins. Co. 4,955 
Provident Fire Ins. Co. 18,200 
Manhattan F & M Ins. Co. 2,425 
Seaboard F & M Ins. Co.. 39,394 
Yorkshire Indemnity Co. 4,500 
Eagle Fire Co. 99,325 


Norwich Union Indemnity 


Co. eee. af 5,000 
Albany Ins. Co. 


= 163870 

Prudential Ins. Co. of Great 
Britain in New York 5,926 
Caledonian-American Ins. Co. 2,955 
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States Form a United Front to Retain 


Insurance Control 


ENTERING nearly every de- 


partment of its activity on the 

question of preserving state 
control, the mid-year session of the 
National Association of Insurance 
Commissioners gathered at Grand 
Rapids, Michigan, on December 2-5. 
Although routine business went on 
apparently very much as usual the 
largest crowd naturally drifted to the 
meetings where the over-shadowing 
factor of possible Federal regulation 
produced intense anxiety. 

Clearing the deck for action was 
the elevation of Robert E. Dineen, 
Superintendent of Insurance of New 
York, to the post of vice-president. 
He replaced Edward L. Scheufler, 
until recently Superintendent of In- 
surance of Missouri, one of the cas 
ualties of the last election. To com- 
plete the membership of the Execu- 
tive Committee, Director N. P. Park- 
inson of Illinois was elected to fill the 
vacancy occasioned by the advance 
ment of Superintendent Dineen. 

This accomplished, the meeting pro- 
ceeded with somewhat more speed and 
seriousness thai in recent years. 

The opening general 
Monday morning set the pace with a 
quality of opening addresses and re- 
sponses seldom equaled. They were 
short, decidedly to the point and re 
flected a gratifying sense of timeli- 
ness on the part of President McCor- 
mack,* the host Commissioner David 
A. Forbes of Michigan, Lieutenant 
Governor Vernon Brown speaking 
for Governor Kelly and George H. 
Welsh, mayor of Grand Rapids. Com- 
missioner Forbes sounded the keynote 
in declaring that this meeting may 
determine—‘the future of state regu- 
lation.” 


session on 


Guided by the becoming and effi- 
cient modesty of Commissioner Seth 
Thompson of Oregon, the Associa- 
tion previously had selected Portland, 
Oregon, as the meeting place for the 
next session on June 9-12, 1946— 
with Los Angeles and the perennial 
New York also running. 

Opportunity was given at the exec- 
utive committee meeting on Sunday, 
December 2, for any members of the 
insurance industry to express views 
concerning the draft of the Casualty 

*The presidential address was de- 
ferred until the general meeting on Tues- 
day. See mention elsewhere in this 
issue. 


Agreement Upon Fire and Casualty Rating Bills 


hief Development at Meeting of Commissioners 





David A. Forbes, Michigan Commissioner of Insurance (seated), in conference with 

Tennessee Commissioner of Insurance James M. McCormack at recent Grand Rapids, 

Mich., meeting of National Association of Insurance Commissioners, of which Com- 
missioner McCormack is president. 


sill and Fire Bill which had been 
made public shortly before by the 
Commissioner’s committee working 
on the subject. With one accord the 
company representatives expressed 
appreciation but pleaded for more 
time and so the crucial moment was 
moved over to Tuesday morning. 


The convention was better attended 
than for some years past, several com- 
missioners who had not been seen at 
recent sessions being present to be in 
on what was hoped to be a number of 
final determinations. 


When the implications of the S. E. 
U. A. case were not being discussed 


the matter of appointment of a new 
representative of the National Asso- 
ciation of Insurance Commissioners 
on the National Council on Work- 
men’s Compensation was _ bandied 
about. Conflicting views of what 
should be done developed interesting 
collisions in several meetings of the 
Workmen’s Compensation Commit- 
tee. 


First it was suggested by W. F. 
Roeber of the Council that a special 
committee of the Association act as 
a liaison body between the Commis- 
sioners’ organization and the Council 
—this arrangement to continue pre- 
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sumably during the interim while the 
industry is in a confused state because 
of the January 1, 1948, Federal law 
deadline. Expenses of this special 
committee were suggested to be borne 
by the Council, which is supported by 
assessment on companies. In this, the 
industry concurred as the best solu- 
tion of the moment. 


But the question very definitely had 
currents not precisely on the surface. 
Queries and debates flew thick and 
fast. Johnson of Minnesota, McCor- 
mack of Tennessee, Harrington of 
Massachusetts, Thompson of Oregon, 
Bowles of Virginia, Gibbs of Texas, 
Hodges of North Carolina, kept the 
pot boiling. Some of the best drama 
of the convention was in passages be- 
tween Gibbs, Harrington and Bowles, 
with honors about even at the end. 
Garrison of California succeeded in 
harmonizing the situation somewhat 
by making a concrete motion for the 
employment of a competent actuary 
to advise the Commissioners. 

Various subsequent huddles devel- 
oped a report which was agreed on at 
length before the Executive Commit- 
tee. It finally appeared on the last day 
at the general meeting, where it was 
somewhat amended and given ap- 
proval. 

Meetings reaching into the dinner 
hour considered the Casualty and 
Fire Bills as proposed by the Com- 
missioners’ Committee. Close observ- 
ers believed that quite a little progress 
was being made, at least among the 
industry. This was gathered from the 
significant fact that representatives of 
the stocks and mutuals and indepen- 
dents fraternized as a team in agree- 
ing on a number of suggestions for 
amendment. Particularly was this 
true of the Casualty Bill. The only 
area of serious disagreement among 
the company men was on the advis- 
ability of prior approval, and this ex- 
tended, of course, to the Fire Bill. 
However, it was stated that the sub- 
ject was too big to be settled in one 
session and was therefore virtually 
left out of the discussion. 

Speaking first on the Casualty Bill, 
William Leslie, Manager of the Na- 
tional Bureau of Casualty and Surety 
Underwriters, outlined the position of 
the industry and dealt specifically 
with objections to the requirement in 
the Commissioners’ text that state 
experience be filed. He said this was 
impracticable and would put an undue 
burden on a company, since its sys- 
tem was set up on a nationwide basis, 
generally considered the most equit- 
able manner of handling data. 

F. J. Marryott, General Counsel of 
the Liberty Mutual, took exception to 
the double negative in the phrase 
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“*** not otherwise unreasonable.” 
He said this could easily operate to 
leave no standard at all and make it 
increasingly difficult for departments, 
companies and courts to interpret the 
law. 

In his opinion the situation would 
be made worse by the rather vague 
judicial review section which he 
thought anything but clear. 

Mr. Leslie joined in again by de- 
claring that the provision giving the 
Commissioner the right to refuse to 
grant a bureau a license if he con- 
sidered this action in the public inter- 
est, was distinctly objectionable. 

Also, he thought a department 
should not be empowered to demand 
that any company which wished to be 
independent must join a bureau, nor 
that it must operate as any particular 
class of company. The ideal is to al- 
low any company to become a sub- 
scriber but the bureau must be safe- 
guarded with reasonable rules impar- 
tially applied. 

Mr. Marryott interjected that there 
were objections to requiring a bureau 
to submit its membership to a depart- 
ment and emphasized again that “in 
the public interest’ would create con- 
fusion in the commissioners’ ranks as 
it did in the Supreme Court of the 
United States in certain cases. 

Henry Moser, speaking for the In- 
dependents, referred chiefly to the 
judicial review section. He expressed 
concern over the phrase “substantial 
evidence’—and contended that it 
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should be changed to “weight of evi- 
dence produced.” Further he said 
that the greater the power conferred 
on a Commissioner the greater should 
be the checks provided. Commission- 
ers, he said, should not seek more 
than “reasonable authority.” Any- 
thing more would make an appeal too 
difficult to sustain. 


Mr. Leslie then suggested that more 
time be given to formulate the bill. He 
asked also that study be given to the 
possibility that a company might be 
caught between conflicting provisions 
of a Casualty and Fire Bill. He sug- 
gested that “Substantial information” 
be substituted for “data” in filing re- 
quirements and that the word “filing” 
instead of “rate” be used. He pointed 
to confusion as to the words “‘class”’ 
and “kind.” 

This speaker likewise went into the 
granting to the Commissioner of the 
right “to modify,” since this would 
give the official extraordinary powers 
Mr. Leslie was also insistent that one 
carrier was not to be given the right 
to inquire as to the expense of an- 
other carrier on any single risk. 


Mr. George W. Carter, President, 
Detroit Insurance Agency, voiced the 
brokers objections to what he termed 
an impractical bill. He wanted inter 
state bureaus to be recognized and to 
be controlled by the companies. His 
counsel was not to be afraid and 
everything will be all right if we at- 
tend to our own business. It was a 





At meeting of National Association of Insurance Commissioners an informal pose is 

struck by (I. to r.) Casualty Commissioner Joe P. Gibbs of Texas, Joseph D. Sullivan of 

. American Mutual Liability Insurance Company of Boston, and Insurance Commissioner 
Seth B. Thomson of Oregon. 
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popular but possibly too optimistic a 
speech. 

The Fire Bill provoked quite as 
much discussion and while showing a 
considerable area of agreement among 
the companies did not evidence so 
much teamwork. Mr. E. C. Stone, U. 
S. manager of the employers group, 
speaking in the place of Mr. J. Ray- 
mond Barry of the National Board of 
Fire Underwriters, who was ill, led 
off with a lawyer-like presentation. A 
portion of his remarks referred to 
objections which had previously been 
set up against certain sections of the 
Casualty Bill. This was notably the 
case in regard to possible conflict in 
state laws relating to fire and casualty 
lines and in reference to “otherwise 
unreasonable.” He thought that even 
the Commissioners would finally real- 
ize they would be embarrassed with 
too much power, especially in rights 
given them to “modify.” At least, he 
thought, “modification” should be 
limited to referring back to an or 
ganization. 

He made forceful suggestions that 
penalties should be imposed only for 
“wilful violations” and was in favor 
of “weight of evidence” instead of a 
vague phrase in that particular. Mr. 
Stone wrapped up the dividend ques 
tion and “prior approval” in a neat 
package to be laid aside for future 
discussion. He raised questions as to 
the status of fleet policies and the pro 
cess of agreement looking toward ad 
justment of premiums on a certain 
specified date. 

Up to this point, the Commissioners 
on the Committee had made few in- 
terruptions, but Dineen of New York 
now asked a comprehensive question 
which was in effect, “How can a rat- 
ing bill be written without provisions 
to curb the evils which brought about 
the S.E.U.A. decision?” 

Mr. Stone was quite as comprehen- 
sive. He said he believed the Federal 
Trade Commission Act would take 
care of everything necessary. 

Mr. J. V. Herd of America Fore 
speaking for stock inland marine com- 
panies pointed to difficulties the in- 
land marine companies would exper- 
ience. He suggested in Section 4 of 
the fire bill, paragraph (D) should be 
prefixed with “as to inland marine 
rates” instead of “as to all inland 
marine risks.” He was inclined to 
question the need of obtaining the 
“written consent” of the Commission- 
er as provided in paragraph (G). 

Mr. Chase M. Smith, general coun- 
sel of the Kemper organization and 
member of the Mutual Group of the 
Industry Committee, thought that air- 
craft insurance should be considered 
as coming under the fire bill. He 
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A. L. Kirkpatrick, manager insurance department Chamber of Commerce of the United 
States (left), stops for a word with former Missouri Superintendent of Insurance Edward 
L. Scheufler at the Insurance Commissioners’ meeting. 


suggested changes to give Commis- 
sioners power to clarify what pro- 
visions should be applied to filings for 
overlapping lines. 

He supported the view that “other- 
wise unreasonable’ would destroy 
standards and pointed to the necessity 
of clarifying the phrase “to modify” 
in order to prevent retroactive opin- 
ions. It was not clear either, he said, 
that a company could belong to two 
bureaus, if not ior the purpose of rat- 
ing the same risk—to fit the need of 
members of the F.I.A. and the Mill 
and Elevator Mutuals. 

“Preponderance of evidence”’ satis- 
fied him much better than the word 
“substantial.” He thought in-and-out- 
of-state provisions were not clear. He 
made it plain that prior approval 
would call for sharp debate but agreed 
that this should come later. 

Mr. J. R. Barry of Carroon & Rey- 
nolds wanted a requirement for more 
evidence in case of appeal and desired 
to know if regulation of “expenses” 
meant “commissions.” Moreover, he 
demanded that ‘“‘reasonable profit’ be 
specifically defined. 

Senator Hebert explained the 
unique operation of the Factory Mu- 
tuals and asked that careful consider- 
ation be given to the needs of their 
plan. Possibly, he said, this could be 


done by allowing them to file on the 
basis of comprehensive coverage as 
some states have already provided in 
their laws. It would be impossible, 
in his opinion, to break down data for 
all classes of insurance, as business is 
conducted in his companies. 

At another meeting the question of 
classifications in the fire insurance 
deals came up for a vigorous airing. 
There was a near head-on collision 
between a project of Director Dineen 
which called for a factual study in 
this field, and the National Board 
which as explained by Mr. E. L. Wil- 
liams, has already completed a re- 
vision of classification. 

This latter raised the number of 
classes from twenty-six to eighty-six. 
Mr. Harold Conick of the Royal 
Liverpool and John R. Barry also 
explained at some length the need for 
excepting the National Board revis- 
ion. This met with objection by the 
Commissioners particularly by Mr. 
Dineen, who is just about to launch 
a comprehensive study by an actuary 
specially engaged for the job. ‘ 

The representatives of the indus- 
try after considerable wordage rested 
their case by requesting the Commit- 
tee not to close the door on the Na- 
tional Board suggestion but to keep 

(Continued on page 27) 
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Text of Fire Insurance Rating Bill 


Following is the full text of the 
Fire Insurance Rating Bill which was 
submitted, together with a companion 
Casualty Insurance Rating Bill, to the 
76th annual convention of the Nation- 
al Association of Insurance Commis- 
sioners. The measure was drawn by 
a drafting sub-committee of the Com- 
missioners’ committee on Rates and 
Rating Organizations made up of 
Charles F. J. Harrington, Commis- 
sioner of Insurance of Massachusetts, 
Robert E. Dineen, Superintendent of 
Insurance of New York, and Newell 
R. Johnson, Commissioner of Insur- 
ance of Minnesota. 


In its report to the convention, 
which the bills accompanied, the com- 
mittee on Rates and Rating Organiza- 
tions asserted that it made no claims 
that the proposed bills represent the 
ultimate or last word in rating bills. 


It recognized that the science of rate 
regulation is a progressive one and 
that changes in thinking will occur as 
experience and stock of knowledge in- 
creases. The committee intends to 
continue its research and will consider 
any ideas or material developed by the 
industry or by the insurance-buying 
public. 


The report of the committee took 
cognizance of the objections to cer- 
tain portions of the bills which had 
been raised during the convention by 
spokesmen for elements of the insur- 
ance industry, dividing them into two 
categories. In the first were such 
major objections as those to the statu- 
tory standards and the standards for 
licensing of rating bureaus set up, to 
the reporting of expense experience, 
and to the provisions for judicial re- 
view. The committee passed upon 
these objections at an executive ses- 


sion held immediately after the termi- 
nation of the meeting, and after care- 
ful consideration decided to adhere to 
the decision of the drafting sub-com- 
mittee as to the specific items enumer- 
ated. Objections in the second cate- 
gory, which involve minor or editor- 
ial considerations, will be acted upon 
by the drafting sub-committee, which 
has been empowered to make the ne- 
cessary changes. 


The bills will thereupon be sent to 
the Association’s members. The final 
statement in the committee’s report 
read: “For those states which sub- 
scribe to the principles set forth in 
these bills the committee recommends 
the use of the bills as a legislative 
guide.”” The report of the committee 
on Rates and Rating Organizations 
was approved by the convention at its 
closing session. 





AN ACT relating to the making, fil- 
ing and approval of rates for fire and 
marine and allied lines of insurance and 
to rating organizations (and repealing 
sections a }. 

(In each state the title should be 
drawn to conform to legislative 
requirements. ) 

BE IT ENACTED (By me 

Sec. 1—PURPOSE OF ACT 

The purpose of this act is to pro- 

mote the public welfare by regulat- 

ing insurance rates to the end that 
they shall not be excessive, inade- 
quate, unfairly discriminatory or 
otherwise unreasonable. Nothing in 
this Act is intended (1) to prohibit 
or discourage reasonable competi- 
tion, or (2) to prohibit, or encour- 
age except to the extent necessary 
to accomplish the aforementioned 
purpose, uniformity in insurance 
rates, rating plans or practices. This 

Act shall be liberally interpreted to 

carry into effect the provisions of 

this section. 


Sec. 2—SCOPE OF ACT 

This Act applies to fire and marine 
insurance and allied lines, including 
(Name lines of insurance to which Act 
ts intended to apply), on risks located in 
this state, including all insurance which 
is now or thereafter defined by statute, 
by ruling of the (commmissioner of in- 
surance), hereinafter referred to as the 
(commissioner), or by lawful custom 
as inland marine insurance; but shall not 
apply 

(a) to reinsurance; 

(b) to insurance of vessels or craft, 
their cargoes, marine builders’ risks, 
marine protection and indemnity, or 
other risks commonly insured under ma- 
rine, as distinguished from inland mar- 
rine, insurance policies; 

(c) to insurance of hulls of aircraft, 
including accessories and equipment, and 
liability for damage to property result- 


ing from ownership, use or maintenance 
of aircraft. 


Sec. 3—MAKING OF RATES 


Rates shall be made in accordance 
with the following provisions: 


(a) Basic classifications, which shall 
be used as the basis of all manual, min- 
imum, class or schedule rates or rating 
plans, shall be made and adopted, except 
in the case of specific inland marine 
rates on risks specially rated. 

(b) Rates shall not be excessive, in- 
adequate, unfairly discriminatory or 
otherwise unreasonable. 


(c) Consideration shall be given to 
the past and prospective loss and ex- 
pense experience, including the confla- 
gration and catastrophe hazards, if any, 
both within and without this state, to all 
factors reasonably attributable to the 
class of risks, to a reasonable profit, and 
in the case of participating insurers to 
policyholders’ dividends, savings or un- 
absorbed premium deposits allowed or 
returned by an insurer to its policyhold- 
ers, members or subscribers. 


(d) Except to the extent necessary to 
meet the provisions of subsection (b) 
of this section, uniformity among insur- 
ers in any matters within the scope of 
this section is neither required nor pro- 
hibited. 


Sec. 4—FILING OF RATES AND 
RATING INFORMATION; 
APPROVAL 


Rates may be used when promulgated 
in accordance with the following provi- 
sions: 

(a) Every authorized insurer shall file 
with the (commissioner) every basic 
classification, manual, minimum, class or 
schedule rate or rating plan and every 
other rating schedule or rule and every 
modification of any of the foregoing 
which it proposes to use. Every such 
filing shall indicate the character and 
extent of the coverage contemplated and 
shall be accompanied by the information 


upon which the insurer supports the fil- 
ing. A filing and supporting data shall 
be open to public inspection when the 
rate becomes effective. 

(b) An insurer may satisfy its obliga- 
tion to make such filings by becoming a 
member of, or a subscriber to, a licensed 
rating organization which makes such 
filings and by authorizing the (commis- 
sioner) to accept such filings on its be- 
half; provided, that nothing contained 
in this Act shall be construed as requir- 
ing any insurer to become a member of 
or subscriber to any rating organization. 
“Rating organization” means any cor- 
poration, unincorporated association, 
partnership or individual engaged in 
making rates for more than one insurer. 

(c) Any filing made pursuant to this 
section shall be approved by the (com- 
missioners) unless he finds that such fil- 
ing does not meet the requirements of 
this Act. As soon as reasonably possi- 
ble after the filing has been made thes 
(commissioner) shall in writing approve 
or disapprove the same; provided, that 
any filing shall be deemed approved un- 
less disapproved within thirty days. 

(d) As to all inland marine risks 
which by general custom are written ac- 
cording to manual rates or rating plans, 
class rates or rating plans shall be filed 
with the (commissioner) by all author- 
ized insurers writing such risks. As to 
all other inland marine risks rates shall 
be filed with the (commissioner) only 
when directed. 

(e) If the (commissioner) in his dis- 
cretion shall determine that a filing is 
impractical or unnecessary as to a kind, 
class, subdivision or combination of in- 
surance, he may suspend the require- 
ment of filing as to such kind, class, sub- 
division or combination until otherwise 
ordered by him. 

(f) In the event that the (commis- 
sioner) disapproves a filing he shall spe- 
cify in what respect he finds that such 
filing does not meet the requirements 
of this Act. 
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(zg) A rate in excess of that provided 
by approved filings may be used on any 
specific risks with the written consent of 
the (commissioner) and the insured. 


(h) If at any time the (commissioner) 
finds that a filing so approved does not 
meet the requirements of this Act, he 
may, after a hearing held on not less 
than twenty days’ written notice, speci- 
fying the matters to be considered at 
such hearing to every insurer and rating 
organization which made such filing, is- 
sue an order withdrawing his approval 
thereof. Said order shall specify in what 
respects the (commissioner) finds that 
such filing does not meet the require- 
ments of this Act and shall be effective 
not less than thirty days after its issu- 
ance. Copies of such order shall be 
sent to every such insurer and rating 
organization. 

(i) Any person or organization ag- 
grieved by the action of the (commis- 
sioner) with respect to any filing may 
make written request to the (commis- 
sioner) for a hearing thereon, provided, 
that this subsection shall not apply to 
an insurer or rating organization with 
respect to a withdrawal of approval of 
a filing made by it. The (commissioner) 
shall hear such aggrieved party within 
thirty days after receipt of such request 
and shall give not less than ten days’ 
written notice of the time and place of 
the hearing to the insurer or rating or- 
ganization which made the filing and to 
any other aggrieved party. Within 
thirty days after such hearing the (com- 
missioner) shall affirm, reverse or mod- 
ify his previous action specifying his 
reasons therefor. Whenever the request 
for a hearing is made within thirty days 
after the action of the (commissioner) 
with respect to any filing, the (commis- 
sioner) may, pending such hearing and 
decision thereon, suspend or postpone 
the effective date of his previous action. 

(j) Beginning ninety days after the 
effective date of this Act no insurer 
shall make or issue a contract or policy 
except in accordance with filings which 
have been approved for said insurer as 
provided in this Act. 


Sec. 5—RATING ORGANIZATIONS 


(a) A corporation, an unincorporated 
association, a partnership or an individ- 
ual, whether located within or outside 
the state, may make application to the 
{commissioner) for license as a rating 
organization for such kinds of insurance 
or subdivisions thereof as are specified 
in its application and shall file therewith 
(1) a copy of its constitution, its articles 
of agreement or association or its cer- 
tificate of incorporation, and of its by- 
laws and rules governing the conduct of 
its business, (2) a list of its members 
and subscribers, (3) the name and ad- 
dress of a resident of the state upon 
whom notices or orders of the (commis- 
sioner) or process affecting such rating 
organization may be served and, (4) a 
statement of its qualification as a rating 
organization. If the (commissioner) 
finds that the applicant is competent, 
trustworthy and otherwise qualified to 
act as a rating organization, and that its 
constitution, articles of agreement or 
association or certificate of incorpora- 
tion, and its by-laws and rules govern- 
ing the conduct of its business, are rea- 
sonable and conform to the requirements 
of law and that the granting of a license 
is in the public interest, he shall issue 
a license specifying the kinds of insur- 
ance or subdivisions thereof for which 
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the applicant is authorized to act as a 
rating organization. Every such appli- 
cation shall be granted or denied in 
whole or in part by the (commissioner) 
within sixty days of the date of its filing 
with him. Licenses issued pursuant to 
this section shall remain in effect for 
three years unless sooner suspended or 
revoked by the (commissioner). Any 
such license may be suspended or re- 
voked by the (commissioner) if he finds, 
after hearing upon notice, that the con- 
stitution, articles of agreement or asso- 
ciation or certificate of incorporation or 
by-laws or rules of the rating organiza- 
tion do not meet the requirements of this 
Act. The fee for said license shall be 
(ten dollars). No rating organization 
shall make rates for risks located in this 
state without a license. 


(b) Each rating organization shall, 
subject to reasonable rules and regula- 
tions, permit any insurer, not a member, 
to become a subscriber to its rating serv- 
ices for any kind of insurance or sub- 
division thereof for which it is author- 
ized to act as a rating organization. Each 
rating organization shall furnish its rat- 
ing services without discrimination to 
its members and subscribers. The re- 
fusal of any rating organization to admit 
an insurer as a subscriber shall, at the 
request of such insurer, be reviewed by 
the (commissioner) at a hearing held 
upon at least ten days’ written notice 
to such rating organization and such in- 
surer. If the rating organization fails 
to grant or reject an insurer’s application 
for subscribership within thirty days 
after it was made, the insurer may re- 
quest a review by the (commissioner) 
as if the application had been rejected. 
If the (commissioner) finds that the in- 
surer has been refused admittance to the 
rating organization as a subscriber with- 
out justification, he shall make an order 
directing the rating organization to ad- 
mit the insurer as a subscriber. If he 
finds that the action of ‘the rating or- 
ganization was justified, he shall make 
an order affirming its action. Every 
rating organization shall notify the 
(commissioner) promptly of every 
change in (1) its constitution, its ar- 
ticles of agreement or association or its 
certificate of incorporation, and its by- 
laws and rules governing the conduct of 
its business, (2) its list of members and 
subscribers and (3) the name or address 
of the resident of the state designated 
by it upon whom notices or orders of the 
(commissioner) or process. affecting 
such rating organization may be served. 

(c) No rating organization shall adopt 
any rule the effect of which would be 
to prohibit or regulate the pavment of 
dividends, savings or unabsorbed pre- 
mium deposits allowed or returned by 
insurers to their policyholders, members 
or subscribers. 

(d) The (commissioner) shall, at least 
once in five years, make or cause to be 
made an examination of each rating or- 
ganization licensed in this state. The 
reasonable costs of such examination 
shall be paid by the rating organization 
examined upon presentation to it of a 
detailed account of such cost. The of- 
ficers, managers, agents and employees 
of such rating organization may be ex- 
amined at any time under oath and shall 
exhibit all books, records, accounts, 
documents or agreements governing its 
method of operation. The (commission- 
er) may waive such examination upon 
proof that such rating organization has, 
within a reasonably recent period, been 


examined by the insurance supervisory 
official of another state, pursuant to the 
laws of such state, and upon the filing 
with the (commissioner) of a copy of 
the report of such examination. 

(e) Any rating organization may pro- 
vide for the examination of policies, 
daily reports, binders, renewal certifi- 
cates, endorsements or other evidences 
of insurance, or the cancellation thereof, 
upon any or all classes of insurance cov- 
ered by its license and may make rea- 
sonable rules governing their submis- 
sion. Such rules shall contain a provi- 
sion that in the event any insurer does 
not within sixty days furnish satisfac- 
tory evidence to the rating organization 
of the correction of any error or omis- 
sion previously called to its attention 
by the rating organization, it shall be 
the duty of the rating organization to 
notify the (commissioner) thereof. All 
information so submitted for examina- 
tion shall be confidential. 

(f) Any rating organization may sub- 
scribe for or purchase actuarial, tech- 
nical and other services. 


Sec. 6—-DEVIATIONS 

Every member of or subscriber to a 
rating organization shall adhere to the 
filings made on its behalf by such or- 
ganization except that any such insurer 
may make written application to the 
(commissioner) for approval on its be- 
half of a deviation from the rate sched- 
ules, forms, rating methods or rules 
respecting a class or classes established 
by a rating organization of which it is 
a member or subscriber. Such appli- 
cation shall specify the basis for the 
modification and a copy thereof shall 
also be sent simultaneously to such rating 
organization. The (commissioner) shall 
set a time and place for a hearing at 
which the insurer and such rating organ- 
ization may be heard and shall give them 
not less than ten days’ written notice 
thereof. In the event the (commission- 
er) is advised by the rating organiza- 
tion that it does not desire a hearing he 
may, upon the consent of the applicant, 
waive such hearing. The (commission- 
er) shall approve the modification for 
such insurer if he finds it to be justified. 
He shall not approve such modification 
if he finds that the resulting premiums 
would be inadequate, excessive, unfairly 
discriminatory or otherwise unreason- 
able. Each deviation shall be effective 
for a period of one year from the date 
of approval unless terminated sooner 
with the approval of the (commissioner). 


Sec. 7—APPEAL BY MINORITY 


Any member of or subscriber to a rat- 
ing organization may appeal to the 
(commissioner) from the action or de- 
cision of such rating organization in 
using, interpreting or applying its con- 
stitution, articles of agreement or as- 
sociation or certificate of incorporation, 
or its by-laws or rules or regulations, or 
in approving or rejecting any proposed 
change in or addition to the filings of 
such rating organization and the (com- 
missioner) shall, after a hearing held on 
not less than ten days’ written notice 
to the appellant and to such rating or- 
ganization, issue an order affirming, re- 
versing or modifying such action or de- 
cision. 


Sec. 8—INFORMATION TO BE 
FURNISHED INSURED; HEAR- 
INGS AND APPEALS OF 
INSUREDS 


Every rating organization and every 
insurer which makes its own rates shall, 








> tine ee ee oe oe ot we Cele CO eee ae ae am (ate ~=—s — eS he KH 


ea 





awww a = & F 


[Tana Cw 


nhehewm tf 





within a reasonable time after receiving 
writteh request therefor and upon pay- 
ment of such reasonable charge as it 
may make, furnish to any person affected 
by a rate made by it, or to the author- 
ized representative of such person, all 
pertinent information as to such rate. 
Every rating organization and every 
insurer which makes its own rates shall 
provide within this state reasonable 
means whereby any person aggrieved by 
the application of its rating system may 
be heard, in person or by his authorized 
representative, on his written request to 
review the manner in which such rating 
system has been applied in connection 
with the insurance afforded him. If 
the rating organization or insurer fails 
to grant or reject such request within 
thirty days after it is made, the ap- 
plicant may proceed in the same man- 
ner as if his application had been re- 
jected. Any party affected by the action 
of such rating organization or such in- 
surer on such request may, within thirty 
days after written notice of such action, 
appeal to the (commissioner), who, after 
a hearing held on not less than ten days’ 
written notice to the appellant and to 
such rating organization or insurer, may 
affirm, reverse or modify such action. 


Sec. 9—-RATE ADMINISTRATION 


(a) Recording and Reporting of Loss 
and Expense Experience. 

The (commissioner) shall promulgate 
reasonable rules and statistical plans, 
reasonably adapted to each of the rat- 
ing systems approved by him, which 
may be modified from time to time and 
which shall be used thereafter by each 
insurer in the recording and reporting 
of its loss and expense experience in 
order that the loss and expense experi- 
ence of all insurers may be made avail- 
able at least biennially in such form and 
detail as may be necessary to aid him 
in determining whether rating systems 
comply with-the standards set forth in 
Section 3. In promulgating such rules 
and plans, the (commissioner) shall give 
due consideration to the rating systems 
approved by him and, in order that such 
rules and plans may be as uniform as 
is practicable among the several states, 
to the rules and to the form of the plans 
used for such rating systems in other 
states and countrywide. No _ insurer 
shall be required to record or report 
its loss experience on a classification 
basis that is inconsistent with the rating 
system approved for its use. The (com- 
missioner) may designate one or more 
rating organizations or other agencies 
to assist him in gathering such experi- 
ence and making compilations thereof, 
and such compilations shall be made 
available, subject to reasonable rules 
promulgated by the (commissioner) to 
insurers and rating organizations. 

(b) Interchange of Rating Plan Data 

Reasonable rules and plans may be 
promulgated by the (commissioner) for 
the interchange of loss and expense ex- 
perience necessary for the application of 
rating plans. 


(c) Consultation with Other States 

In order to further uniform admini- 
stration of rating laws, the (commission- 
er) and every insurer and rating organ- 
ization may exchange information and 
experience data with insurance super- 
visory officials, insurers and rating or- 
ganizations in other states and may con- 
sult and co-operate with them with re- 
spect to rate-making and the application 
of rating systems. 
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(d) Rules and Regulations 

The (commissioner) may make reas- 
sonable rules and regulations necessary 
to effect the purposes of this Act. 


Sec. 10—FALSE OR MISLEADING 

INFORMATION 

The wilful withholding of information 
from, or the giving of false or misleading 
information to the (commissioner) or 
to any statistical agency designated by 
the (commissioner) or to any rating or- 
ganization or to any insurer which will 
in any way affect the rates or premiums 
chargeable under this Act ‘shall consti- 
tute a violation of this Act and shall sub- 
ject the one guilty of such violation to 
the penalties provided for in Section 11 
of this Act. 


Sec. 1I—PENALTIES 


The (commissioner) may, if he finds 
that any person or organization has vi- 
olated any provision of this Act, impose 
a penalty of not more than $250 for 
each such violation, but if he finds such 
violation to be wilful he may impose a 
penalty of not more than $1,000 for each 
such violation. Such penalties may be 
in addition to any other penalty provided 
by law. (In some states the imposition of 
fines by administrative officers is prohibited 
by basic law. It may be necessary to mod- 
ify the Act to provide for the imposition 
of fines and penalties by some other appro- 
priate state authority.) 


The (commissioner) may suspend the 
license of any rating organization or in- 
surer which fails to comply with an or- 
der of the (commissioner) within the 
time limited by such order, or any ex- 
tension thereof which the (commission- 
er) may grant. The (commissioner) 
shall not suspend the license of any rat- 
ing organization or insurer for failure 
to comply with an order until the time 
prescribed for an appeal therefrom has 
expired or, if an appeal has been taken, 
until such order has been affirmed. The 
(commissioner ) may determine when a 
suspension of license shall become effec- 
tive and it shall remain in effect for the 
period fixed by him, unless he modifies 
or rescinds such suspension, or until the 
order upon which such suspension is 
based is modified, rescinded or reversed. 

No penalty shall be imposed and no 
license shall be suspended or revoked 
except upon a written order of the (com- 
missioner), stating his findings, made 
after a hearing held upon not less than 
ten days’ written notice to such person 
or organization specifying the alleged 
violation. 


Sec. 12—HEARING PROCEDURE 
AND JUDICIAL REVIEW 


(Consideration should be given to the prac- 
tice and procedure in each state.) 

(a) Any insurer or rating organiza- 
tion aggrieved by any order or decision 
of the (commissioner) made without a 
hearing, may, within thirty days after 
notice of the order to the insurer or or- 
ganization, make written request to the 
(commissioner) for a hearing thereon. 
The (commissioner) shall hear such 
party or parties within thirty days after 
receipt of such request and shall give 
not less than fifteen days’ written notice 
of the time and place of the hearing. 
Within thirty days after such hearing 
the (commissioner) shall affirm, reverse 
or modify his previous action, specifying 
his reasons therefor. Pending such hear- 
ing and decision thereon the (commis- 
sioner) may suspend or postpone the 
effective date of his previous action. 


December, 1945—11 


(b) Nothing in this Act contained 
shall require the observance at any hear- 
ing of formal rules of pleading or evi- 
dence. 

(c) The findings, determinations and 
orders of the (commissioner) made after 
notice and hearing, pursuant to this Act, 
shall be subject to judicial review. Such 
appeal shall be heard on the record made 
before the (commissioner). The deci- 
sion of the (commissioner) shall be final 
as to all questions of fact where sup- 
ported by substantial evidence but shall 
not be final as to questions of law. The 
court shall determine whether the filing 
of an appeal shall operate as a stay and 
may in disposing of the issue before it 
modify, affirm or reverse the order of 
the (commissioner) in whole or in part 


Sec. 13—LAWS REPEALED 

Sections of the statutes of 
this state are hereby repealed. All other 
laws or parts of laws inconsistent with 
the provisions of this Act are hereby re- 
pealed. 
Sec. 14—CONSTITUTIONALITY 

If any section, subsection, subdivision, 
paragraph, sentence or clause of this 
Act is held invalid or unconstitutional, 
such decision shall not affect the remain- 
ing portions of this Act. 


Sec. 15—EFFECTIVE DATE 

This Act shall take effect (The effective 
date of this Act should be set sufficiently 
ahead to allow the insurance department, 
the companies and the rating organizations 
to prepare themselves with necessary per- 
sonnel and procedures to carry out the 
purposes of the Act. It is recommended 
that such effective date should be not earlier 
than January 1, 1947). 


ADDITIONAL SECTION RECOM- 
MENDED FOR STATE WHICH 
HAS INADEQUATE ANTI-RE- 
BATE LAW OR aa NO SUCH 
LA 


Sec. (..)—-REBATES PROHIBITED 


No insurer or employee thereof, and 
no broker or agent shall knowingly 
charge, demand or receive a premium 
for any policy of insurance except in 
accordance with the applicable filing ap- 
proved by the (commissioner). No in- 
surer or employee thereof, and no brok- 
er or agent shall pay, allow, or give, or 
offer to pay, allow, or give, directly or 
indirectly, as an inducement to insur- 
ance, or after insurance has been ef- 
fected, any rebate, discount, abatement, 
credit, or reduction of the premium 
named in a policy of insurance, or any 
special favor or advantage in the divi- 
dends or other benefits to accrue there- 
on, or any valuable consideration or in- 
ducement whatever, not specified in the 
policy of insurance. No insured named 
in a policy of insurance, nor any em- 
ployee of such insured shall knowingly 
receive or accept, directly or indirectly, 
any such rebate, discount, abatement, or 
reduction of premium, or any _ special 
favor or advantage or valuable consider- 
tion or inducement. Nothing herein 
contained shall be construed as _ pro- 
hibiting the payment of commissions or 
other compensation to duly licensed 
agents and brokers, nor as prohibiting 
any participating insurer from distribut- 
ing to its policyholders dividends, sav- 
ings or the unused or unabsorbed por- 
tion of premiums and premium deposits. 

As used in this section the word “in- 
surance” includes suretyship and the 
word “policy” includes bond. 
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Text of Casualty Insurance Rating Bill 


Following is the text of those sec- 
tions of the Casualty Insurance Rat- 
ing Bill which differ from the corres- 
ponding sections of the Fire Insur- 
ance Rating Bill submitted to the 76th 
annual convention of the National 
Association of Insurance Commis- 


sioners. 

It will be noted that only four sec- 
tions differ—those having to do with 
the scope of the act; the making of 
rates; the filing of rates and rating 
information, and approval; and devi- 
ations. A single other small differ- 


ence is found in the sections of the 
two bills having to do with rating or- 
ganizations. In the Fire Insurance 
Rating Bill this section has six sub- 
divisions. In the Casualty Insurance 
Rating Bill the last two of these sub- 
divisions, (e) and (f), are omitted. 





AN ACT relative to the making, filing 
and approval of rates for certain casu- 
alty insurance including fidelity, surety 
and guaranty bonds and for all other 
forms of motor vehicle insurance and to 
rating organizations (and repealing sec- 
tions ). 

(In each state the title should 

be drawn to conform to legisla- 

tive requirements.) 


Sec. 2—SCOPE OF ACT 


This Act applies to casualty insur- 
ance, including fidelity, surety and guar- 
anty bonds, and to all other forms of 


motor vehicle insurance on risks or op- 
erations in the state (except reinsurance, 
accident and health insurance, insurance 
against loss of or damage to, or against 
liability, other than workmen’s compen- 
sation and employers’ liability, arising 
out of the ownership, maintenance or 
use of, any aircraft and insurance 
against (Here list any other kinds of cas- 
ualty insurance to which this Act does not 
apply). 

Sec. 3—MAKING OF RATES 

(a) All rates shall be made in ac- 
cordance with the following provisions: 

1. Consideration shall be given to the 
past and prospective loss and expense 
experience including the catastrophe haz- 
ards, if any, both within and without this 
state, to all factors reasonably attrib- 
utable to the class of risks, iu a reason- 
able profit, and in the case of participat- 
ing insurers to policyholders’ dividends, 
savings or unabsorbed premium deposits 
allowed or returned by an insurer to its 
policyholders, members or subscribers. 

2. The systems of expense provisions 
included in the rates for use by any in- 
surer or group of insurers may differ 
from those of other insurers or groups 
of insurers to reflect the requirements of 
the operating methods of any such in- 
surer or group with respect to any kind 
of insurance, or with respect to any 
subdivision or combination thereof for 
which subdivision or combination the 
(commissioner of insurance), hereinaf- 
ter referred to as the (commissioner), 
approves the application of separate ex- 
pense provisions; 

3. Risks may be grouped by classifi- 
cations, for the establishment of rates 
and minimum premiums. Classification 
rates may be modified to produce rates 
for individual risks in accordance with 
rating plans which establish standards 
for measuring variations in hazards or 
expense provisions, or both; 

4. Rates shall not be excessive, in- 
adequate, unfairly discriminatory or 
otherwise unreasonable. 

(b) Except to the extent necessary to 
meet the provisions of subdivision 4 of 
subsection (a) of this section, uniform- 
ity among insurers in any matters within 
the scope of this section is neither re- 
quired nor prohibited. 

Sec. 4—FILING OF RATES AND 

RATING INFORMATION; 

APPROVAL 


(a) Every insurer shall file with the 


(commissioner) every manual of clas- 
sifications, rules and rates, every rating 
plan and every modification of any of 
the foregoing which it proposes to use. 
Every such filing shall indicate the char- 
acter and extent of the coverage con- 
templated and shall be accompanied by 
the information upon which the insurer 
supports the filing. <A filing and sup- 
porting data shall be open to public in- 
spection when the rate becomes effective. 

(b) An insurer may satisfy its obliga- 
tion to make such filings by becoming a 
member of, or a subscriber to, a licensed 
rating organization which makes such 
filings and by authorizing the (commis- 
sioner) to accept such filings on its be- 
half; provided, that nothing contained 
in this Act shall be construed as requir- 
ing any insurer to become a member of 
or subscriber to any rating organization. 
“Rating organization” means any cor- 
poration, unincorporated association, 
partnership or individual engaged in 
making rates for more than one insurer. 

(c) Any filing made pursuant to this 
section shall be approved by the (com- 
missioner) unless he finds that such 
filing does not meet the requirements of 
this Act. As soon as reasonably pos- 
sible after the filing has been made the 
(commissioner) shall in writing approve 
or disapprove the same; provided, that 
any filing shall be deemed approved un- 
less disapproved within thirty days. 

(d) Any special filing with respect to 
a surety or guaranty bond required by 
law or by court or executive order or 
by order, rule or regulation of a public 
body, not covered by a previous filing, 
shall be deemed approved from the date 
of filing to the date of such formal ap- 
proval or disapproval. 

(e) If the (commissioner) in his dis- 
cretion shall determine that a filing is 
impractical or unnecessary as to a kind, 
class, subdivision or tombination of in- 
surance, he may suspend the require- 
ment of filing as to such kind, class, sub- 
division or combination until otherwise 
ordered by him. 

(f) In the event that the (commision- 
er) disapproves a filing he shall specify 
in what respect he finds that such filing 
does not meet the requirements of this 
Act. 

(g) A rate in excess of that provided 
by approved filings may be used on any 
specific risk with the written consent of 
the (commissioner) and the insured. 

(h) If at any time the (commissioner) 
finds that a filing so approved does not 
meet the requirements of this Act, he 
may, after a hearing held on not "less 
than twenty days’ written notice, speci- 
fying the matters to be considered at 
such hearing, to every insurer and rating 
organization which made such filing, is- 
sue an order withdrawing his approval 
thereof. Said order shall specify in what 
respects the (commissioner) finds that 
such filing does not meet the require- 
ments of this Act and shall be effective 
not less than thirty days after its issu- 


+ 


ance. Copies of such order shall be sent 
to every such insurer and rating organ- 
ization. 

(i) Any person or organization ag- 
grieved by the action of the (commision- 
er) with respect to any filing may make 
written request to the (commissioner) 
for a hearing thereon, provided, that this 
subsection shall not apply to an insurer 
or rating organization with respect to a 
withdrawal of approval of a filing made 
by it. The (commissioner) shall hear 
such aggrieved party within thirty days 
after receipt of such request and shall 
give not less than ten days’ written no- 
tice of the time and place of the hearing 
to the insurer or rating organization 
which made the filing and to any other 
aggrieved party. Within thirty days af- 
ter such hearing the (commissioner) 
shall affirm, reverse or modify his pre- 
vious action specifying his reasons 
therefor. Whenever the request for a 
hearing is made within thirty days after 
the action of the (commissioner) with 
respect to any filing, the (commissioner) 
may, pending such hearing and decision 
thereon, suspend or postpone the effec- 
tive date of his previous action. 

(j) Beginning ninety days after the 
effective date of this Act no insurer 


_shall make or issue a contract or policy 


except in accordance with filings which 
have been approved for said insurer as 
provided in this Act. 
Sec. 6—DEVIATIONS 

Every member of or subscriber to a 
rating organization shall adhere to the 
filings made on its behalf by such or- 
ganization except that any such insurer 
may make written application to the 
(commissioner) for approval on its be- 
half of a uniform percentage decrease 
or increase to be applied to the premi- 
ums produced by the rating system so 
filed for a kind, class or classes of in- 
surance, or for a subdivision or com- 
bination thereof for which subdivision 
or combination the (commissioner) has 
approved the application of separate ex- 
pense provisions by such rating organ- 
ization. Such application shall specify 
the basis for the modification and a copy 
thereof shall also be sent simultaneously 
to such rating organization. The (com- 
missioner) shall set a time and place 
for a hearing at which the insurer and 
such rating organization may be heard 
and shall give them not less than ten 
days’ written notice thereof. In the 
event the (commissioner) is advised by 
the rating organization that it does not 
desire a hearing he may, upon the con- 
sent of the applicant, waive such hear- 
ing. The (commissioner) shall approve 
the modification for such insurer if he 
finds it to be justified. He shall not 
approve such modification if he finds 
that the resulting premiums would be 
inadequate, excessive, unfairly discrim- 


inatory or otherwise unreasonable. Each 
deviation shall be effective for a period 
of one year from the date of approval 
unless terminated sooner with the ap- 
proval of the (commissioner). 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 











785. FINE ARTS RATE REDUCTION. Effective Nov. 15, 
the Inland Marine Underwriters Association announc- 
ed a broader fine arts policy, coupled with reduc- 
tions in the loading rates. Among the important 
changes in the policy are those concerning blanket 
items, the percentage floater clause, new acquisi- 
tion endorsement. The revised rules and rates were 
not immediately effective in the states of Connecti- 
cut, Florida, New Mexico, Kansas, New York, and Ten- 
nessee, due to the necessity for securing official 
approval. 











786. TEXAS DWELLING RATES. Fire Insurance Commis- 
sioner Marvin Hall has announced a reduction, effec- 
tive immediately, upon fire insurance rates upon 
Texas dwellings. Rates on urban dwellings are re- 
duced 8%, and those upon farm and ranch property are 
reduced 10%. Rate for extended coverage on Texas 
dwellings in seacoast territory was increased 10 
cents, due to heavy windstorm losses in the state in 
recent years, and the inland territory extended 
coverage rate was increased 5 cents. 





787, LLOYDS OF LONDON ELECTION. Sir Eustace Pul- 
brook has been reelected chairman for 1946 at a meet- 
ing of the Committee of Lloyds recently held in Lon- 
don. Sir Philip d'Ambrumenil was chosen deputy 
chairman. Three new members were chosen to fill va- 
cancies on the Committee--T. A. Miall, Laurence 
Henry Tufnell, and Guy Neville Rouse. Other members 
of the Committee are Neville Dixey, Harold Guylee 
Chester, Thomas Lawrence Forbes, Matthew Watt Drys- 
dale, Edward Ollivant, George MacGowan Harper, John 
Everard Green, and George Ewart Thomson. 


788. PLACE SALES MANAGER. E. Eugene Place, New York 
divisional sales manager for the organization, has 
been appointed general sales-manager of the American 
Mutual Liability Insurance Company, it has been an- 
nounced by president Charles E. Hodges. The new 
sales manager has been with the company since 1930, 
and has occupied various executive positions in its 
sales department. He is a graduate of the Massachu- 
setts Institute of Technology, and has been active 
nationally in safety work. 








789, HILL HEADS BUREAU. Landon Hill, Raleigh, N.C., 
has been named manager of the newly organized North 
Carolina Fire Insurance Rating Bureau, according to 
an announcement by Insurance Commissioner William 
P. Hodges. Hill formerly headed the North Carolina 
Inspection and Rating Bureau. 


790. INLAND MARINE FILINGS. The filing of statis- 
tics on a country-wide basis, with a separate re- 
porting of premiums and losses on the blanket por- 
tion of personal property floater policies showing 
experience by geographical territories, has been 
called for in a ruling issued by the New York State 
Insurance Department. All insurers authorized to 
write inland marine insurance in the state are re- 
quired to file statistics with the filing agencies 
designated by the superintendent. The Inland Marine 
Insurance Bureau was named statistical agent for the 
superintendent for the collection of data relating 
to premiums and losses by classes in accordance with 
official calls made upon stock companies. The Mutual 
Marine Conference was appointed statistical agent 
in connection with non-stock insurers. The statis- 
tical plan is to be based upon direct premiums writ- 
ten less return premiums, and direct losses paid 
less salvage. The classified loss experience will 
represent pure losses and exclude loss adjustment 
expense. Loss adjustment expenses will be consid- 
ered as a separate expense element in arriving at a 
permissible loss ratio to be used as a guide in the 
determination of rate level changes. 





791. AGENTS COMMITTEE MEETING. A program designed 
to strengthen the services of the National Associa- 
tion of Insurance Agents to its constituent state 
and local groups was adopted at the first meeting of 
that organization's new executive committee held in 
New York. Recommendations adopted at the suggestion 
of Secretary Frank C. Colridge were: visits by staff 
members to state associations, development of a 
training program at New York headquarters for newly- 
appointed state secretaries, assignment of staff 





members as secretaries to standing committees, and 


‘appointment of a committee of three members and two 
state secretaries to assist in program development. 


792, PHILIPPINE MARINE RATES. Basic rates for in- 
surance covering theft, pilferage, non-delivery or 
short delivery on exports to the Philippine Islands 
have been sharply reduced by American marine under- 
writers. Early in November rates to the Philippines 
were withdrawn because of conditions prevailing in 
that area, and were sharply increased. It was indi- 
cated at that time that they would be decreased as 
soon as conditions warranted. 





793, FIDELITY AND SURETY RATES. The Towner Rating 
Bureau, Inc., has been ordered by the New York State 
Insurance Department to show cause why fidelity and 
surety rates in the state should not be reduced. The 
order issued by Deputy Superintendent Walter F. 
Martineau states in part: "You are hereby ordered to 
show cause why rates should not be adjusted as may 
be warranted from experience set forth in the re- 
port, giving due consideration to rate changes made 
during the period under review and not reflected in 
the experience, and also rate changes made since 
Aug. 14, 1944. Hearings, informal or formal as oc- 
casion may demand, will be afforded." 

Martin W. Lewis, president of the Towner Rating 
Bureau, Inc., has advised the Department of his wil- 
lingness to discuss the rate revisions recommended 
in the recent examination report of the rating or- 
ganization and to establish the procedure that will 
follow. 


794, MUTUAL ASSOCIATION OFFICERS. R. E. Lehman, St. 
Paul Mutual Insurance Company, was elected president 
of the Minnesota Association of Mutual Insurance 
companies at the organization's annual meeting. 
Hjalmar L. Hjermstad, Citizens Fund Mutual Insurance 
Company, Red Wing, was named vice-president, and A. 
J. Dahlstrom, Minneapolis, was chosen secretary- 
treasurer. Mr. Hjermstad was named director to rep- 
resent the association on the board of the National 
Association of Mutual Insurance Companies. 





795, NEW FIRE CARRIER. A notice of intention to form 
the North Continent Fire Insurance Corporation, to 
write fire and allied lines, has been published by 
interests affiliated with the Morris Plan Corpora- 
tion of America. The new company is expected to have 
an initial capital of $1,000,000 and to maintain its 
home office at 420 Lexington Avenue, New York City. 





’ 


796. VIRGINIA AGENTS. R. A. Treakle, Jr., White 
Stone, Va., was chosen president of the Virginia- 
District of Columbia Association of Mutual Insur- 
ance Agents at the organization's recent meeting 
held in Richmond. Other officers chosen were: 0. 
S. Woodward, Richmond, Va., vice-president; and C. 
V. Myson, Washington, D. C., secretary and treas- 
urer. 





797. NEW ENGLAND AGENTS. Frederick F. Sweeney, 
New Haven, has been elected president of the Mutual 
Insurance Agents Association of New England. Chosen 
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New England vice-president was John J. Clark, West 
Warwick, R. I. Other vice-presidents named were: 
J. H. Harvey, Houlton, Maine; H. L. Tobey, Hampton, 
N. H.; W. Mayo Lynde, Barre, Vermont; Phillip H. 
Wing, Grafton, Mass.; Harold Holt, Providence, R. 


I.; and Robert R. Goodfellow, Danbury, Conn. 
Elected as directors were Dana R. Bowker, Port- 
land, Maine; John Bellows, Peterborough, N. H.; 


Dan J. Brannon, Newport, Vermont; J. Adrian Bisson- 
nette, Middleboro, Mass.; William J. Watson, Provi- 
dence, R. I.; and W. Irving Dowsett, Groton, Conn. 


798, WINTER DRIVING CAMPAIGN. The annual campaign 
of the International Association of Chiefs of Po- 
lice to encourage safer driving under winter con- 
ditions has been set in motion by Gen. D. C. Draper, 
the organization's president, and its safety di- 
rector, Lieut. Robert E. Raleigh. Principal points 
emphasized are: maintenance of visibility, reduc- 
tion of speeds according to snow and ice condi- 
tions, maintenance of safe distance from vehicle 
ahead, use of anti-skid chains when snow and ice 
prevail, the practice of "defensive driving", and 
the signalling of driving intentions as clearly as 
possible. 





799, ILLINOIS MUTUAL MEETING. H. L. Kennicott, 
secretary of the Lumbermens Mutual Casualty Com- 
pany, Chicago, was elected president of the Illi- 
nois Association of Mutual Insurance Companies at 
its annual meeting at Peoria. Russell Brooks, 
Stronghurst, was chosen vice-president, Reelected 
as secretary was H. P. Hostetter, Mount Carroll, 
secretary of the Mount Carroll Mutual Fire Insur- 
ance Company. J. T. Wise, Sadorus, secretary of 
the Pesotum Township Mutual Fire Insurance Con- 
pany, was reelected treasurer. Membership of the 
Association now is 189, which is three-fourths of 
the mutual insurance companies domiciled in Ill- 
inois. 





800. ACTUARIAL EXAMINATIONS. The Casualty Actu- 
arial Society has issued notice that its annual 
examinations will be held on April 3-4, 1946. Ap- 
plication blanks and complete information concern- 
ing the examinations may be secured from Richard 
Fondiller, the organization's secretary-treasurer, 
at 90 John Street, New York City. Deadline for the 
reception of applications is Jan. 15, 1946, and 
each candidate must specify what part or parts of 
the examination he wishes to take. The Society has 
this year amended its rules to include the follow- 
ing provision: "In the case of a candidate for ad- 
mission as Associate who has served for a period 
of at least two years in the armed forces of the 
United States or Canada or services directly con- 
nected therewith, and who shall have completed 
courses in any of the sections included in parts 
I, II, and III of the Associate examinations at a 
college or university of recognized standards, the 
examinations in such sections may be waived at the 
discretion of the examination committee subject to 
the following conditions and limitations: (1) Such 
courses shall have been completed within ten years 
prior to date of application for such waiver; (2) 
the courses shall have been at least equivalent to 
those required to qualify the candidate to meet 
the examination requirements; (3) the grades ob- 
tained shall have been satisfactory." 











801, MUTUAL REORGANIZATION. The Shawnee Mutual 
Insurance Company has been reorganized, with head- 
quarters at 8 East Long Street, Columbus, Ohio, 
and has been licensed by the Ohio Insurance Depart- 
ment to write motor vehicle insurance, group and 
individual hospitalization and surgical reimburse- 
ment insurance. It will operate through agents in 
Ohio. President is D. L. McDevitt, president of 
the Ohio Institute of Aeronautics, Inc., who is 
also president of Great Lakes Airliries, Inc. Ken- 
neth J. Gibney, president of the Mutual Insurance 
Club of Columbus, is secretary-manager. Vice- 
president is Ray E. Graham, of Gray-Bell Finance 
and National Employment Service, and treasurer is 








JouRNAL OF AMERICAN INSURANCE 


Dewey A. Rosenfield, of Columbus Liquidating Com- 
pany. 


802. MASSACHUSETTS FLOATER POLICIES. Official no- 
tice that the writing of personal property floater 
policies will be permitted effective Jan. 1, 1946, 
is contained in the ruling of Massachusetts Com- 
missioner of Insurance Charles F. J. Harrington, 
which reads in part: "The enactment of Chapter 384, 
Acts of 1945, which will take effect Jan. 1, 1946, 
authorizes the issuance of personal property float- 
ers in Massachusetts. I hereby amend the Nation- 
wide Definition and Interpretation of the Insuring 
Powers of Marine and Transportation Underwriters, 
as previously adopted by this Commonwealth, to per- 
mit the writing of the so-called Personal Property 
Floater insurance policy by companies authorized 
to transact fire and marine insurance in the Con- 
monwealth of Massachusetts beginning Jan. 1, 1946. 
Accordingly signatory companies are advised that 
effective as of Jan. 1, 1946, the definition will be 
considered modified in the Commonwealth of Massa- 
chusetts to conform to the foregoing ruling." 


803. AGENTS COMMITTEE CHAIRMEN. Ten new chairmen 
and nine holdover appointees will head the stand- 
ing committees‘of the National Association of In- 
surance Agents during the coming year, according 
to announcement by Hunter Brown, Pensacola, Fla., 
president of the organization. The new chairmen 
appointed are: agents’ qualification, Herman C. 
Wolff, Indianapolis, Ind.; aviation, John S. Row- 
land, Racine, Wis.; branch offices, Gustave R. 
Michelsen, New York City; constitutional revision, 
Norman A. Chrisman, Pikeville, Ky.; inland marine, 
J. R. Donham, Little Rock, Ark.; metropolitan 
agents, Walter M. Sheldon, Chicago; membership, 
John Bowers, Enid, Okla.; public relations advis- 
ory, Harold W. McGee, Los Angeles; rural agents, 
Frank S. Wilkinson, Rocky Mount, N. C.; and legis- 
lative advisory, Sidney 0. Smith, Gainesville, Ga. 
Chairmen reappointed are: accident prevention, 
Harry C. Brown, Mason City, Iowa; casualty, Roy A. 
Duffus, Rochester, N. Y.; credentials, Frank R. 
Boll, Charleston, W. Va.; educational, L. P. Mc- 
Cord, Jacksonville, Fla.; fidelity and surety, H. 
F. Warner, Kansas City, Mo.; finance, 0. Shaw 
Johnson, Clarksdale, Miss.; financed accounts, H. 
H. Hendren, Sacramento, Cal.; fire prevention, 
Harold N. Mann, Tacoma, Wash.; and fire and allied 
lines, L. C. Hilgemann, Milwaukee. 


804, BERRY HEADS E. U. A. Peter J. Berry, presi- 
dent of the Security Insurance Company of New 
Haven, Conn., was elected president of the Eastern 
Underwriters Association at the nineteenth annual 
meeting of that organization. Chosen vice-presi- 
dents were George H. Duxbury, of North British & 
Mercantile Insurance Company, Ltd., and John A. 
North, of Phoenix Insurance Company. John C. Evans, 
Great American Insurance Company, was named treas- 
urer. 





805. FARM FIRE LOSSES. Estimates adopted by the 
National Fire Protection Association's committee 
on farm fire protection at its recent Chicago meet- 
ing set the farm fire loss for 1945 at approximate- 
ly $85,000,000. Tris represents a decrease of 
about 5% from the $90,000,000 estimate of 1944 farm 
fire losses, although it was admitted that the 
1944 estimate probably was a trifle high. Data on 
which the 1945 estimate was based were assembled 
by Dr. V. N. Valgren, Washington, D. C., of the 
Farm Credit Administration. Estimates secured di- 
rect from farm mutual insurance companies indi- 
cated that their losses were 3% less in 1945 than 
in 1944, while stock fire insurance companies re- 
porting had a decrease of about 5% in farm losses. 


806. COCHRANE DIES. 


Jackson Cochrane, who served 


for eighteen years before his retirement six years 
ago as commissioner of insurance of Colorado, died 
at the age of 78 in Denver. 


He had been ill there 
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for some months. He was a native of Durham, Ont., 
but had lived in Colorado almost fifty years. 


807. COMPENSATION LAW CHANGES. Some 300 bills af- 
fecting workmen's compensation benefits were en- 
acted throughout the United States during 1945, 
according to the annual report of W. F. Roeber, 
general manager of the National Council on Compen- 
sation Insurance. The usual bill was designed to 
change the weekly limit on compensation payments. 
Among the states in which increases were registered 
were: California 3.5%, Connecticut 3.4%, Idaho 
12.8%, Illinois 1.3%, Indiana 5.5%, Iowa 14.7% 
Maryland 4.9%, Massachusetts 20.7%, Minnesota 7.4%, 
Nebraska 9.5%, New Jersey 26.2% Oklahoma 8.6% Utah 
14.9%, Vermonth 6.4%, and Wisconsin 5.9%. In Min- 
nesota and Utah rates requested to meet increases 
in benefits were refused. The report attributed 
liberalization of the benefit provisions of many 
workmen's compensation acts to high wages, rising 
price levels, and the consequent increase in liv- 
ing costs. It also noted a trend toward enactment 
of occupational disease legislation and toward es- 
tablishment of second injury funds. 





808. NATIONAL BOARD REVISION. The National Board 
of Fire Underwriters has signified its intention 
of proceeding with its plan for revising its sys- 
tem of fire insurance classification, and expects 
to begin operations under the new method on Jan. 1, 
1946, or shortly thereafter according to its recent 
announcement. The system bases classification of 
fire risks upon occupancy rather than upon own- 
ership, and substitutes one hundred classes for 
the twenty-six in use. While the system once was 
approved in principle by the National Association 
of Insurance Commissioners, tentative approval of 
it was not forthcoming at the most recent conven- 
tion of the National Association of Insurance Com- 
—— held at Grand Rapids, Mich., in Decem- 
er. 





809, CANADIAN FIRE LOSSES. November fire losses 
in Canada, without provisions being made for unre- 
ported losses, were $3,258,950, as against a total 
of $2,326,500 for the same month last year. The 
figure for the first eleven months of 1945 is given 
as $45,867,814, as against $52,720,450 for the cor- 
responding period of 1944. The figures by prov- 
inces, as reported in the Monetary Times, are: 

















Nov. 1945 Nov. 1944 

OPER oes s cinnsnaes $ 305,700 $ 247,000 
British Columbia ...... 110,500 502,000 
Co Se rere 158,300 101,000 
New Brunswick .......... 60,100 138,000 
a ee 235,500 350,000 
UME SO oS occ eect seees 1,521,150 311,500 
Ae Se” eee 7,000 19,000 
ioc aks. ocho aevexeiee's 916,800 631,000 
Saskatchewan .......... 156,500 27,000 
MPO caicsikition es carece 6 $ 3,258,950 $ 2,326,500 
Est. unreported ...... 1,000,000 1,000,000 
Adjusted total ....... $ 4,258,950 $ 3,326,500 
11_mos. 1945 11 mos. 1944 

pg rere $ 3,633,585 $ 2,106,700 
British Columbia .... 26 6,219,950 3,623,350 
ONE 6 55666 :50 Se obe0 1,248,150 1,097,300 
New Brunswick ...... e+ 2,179,000 2,902,200 
MOVO SQGCIS. .oc ciesieccces 4,273,739 3,346,300 
GRUBCID sired diesiesete.w ears 15,090,990 10,656,100 
get A Eee ee 420,000 105,000 
DS ctl hoisisie ald. 0 Kod 12,202,550 7,864,700 
Saskatchewan .......... 99,85 _1,018.800 
TOURS cceeeens pi escdeterees $45,867,814 $32,720,450 
Est. unreported ...... 11,000,000 11,000,000 
Adjusted total ...... $55,867,814 $43,720,450 


810, HEMISPHERE INSURANCE CONFERENCE. Insurance 
company executives from all countries of the West- 
ern Hemisphere are being invited to attend the Hem- 
ispheric Insurance Conference which is to be held 
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in New York City May 14-17, 1946, under the sponsor- 
ship of the Insurance department of the Chamber of 
Commerce of the United States. The project was ap- 
proved at the Dec. 11 meeting of the Chamber's In- 
surance committee, according to an announcement by 
A. L. Kirkpatrick, manager. The previous plan had 
been to hold the Conference at Havana, Cuba, in early 
February, but more time was required to complete 
arrangements. The purpose of the meeting is to 
promote a better understanding of insurance and its 
operating methods, and to promote closer coopera- 
tion among the insurance companies of all countries 
of the Western Hemisphere. Chester 0. Fischer, 
vice-president of the Massachusetts Mutual Life In- 
surance Company, is committee chairman. 


811, O'MAHONEY SPEECH. That the issue of our time 
is the conflict between free enterprise and the 
state-managed economy, and that leadership in busi- 
ness and in government can keep enterprise free if it 
is sufficiently unselfish, courageous, and vigilant 
to do so was the theme of the address delivered by 
U. S. Senator Joseph C. O'Mahoney before the Insur- 
ance Federation of New York. He said in part: "The 
Act of March 9, 1945, was an invitation to the insur- 
ance industry and to the states by the Congress to 
set up a formula of State regulation which will pre- 
serve a free economy in insurance by preserving free 
competition and banishing the evils of monopolistic 
central control. . It is not a problem that can 
be solved by narrow construction of the letter of 
the law or by seeking to make of it a cloak to hide 
some private purpose. It is a problem that can be 
solved only by adherence to the spirit of the law. 
That spirit is the desire of Congress to preserve a 
free economy governed in the public interest by the 
authority of all of the people and not by any small 
group, even though they may be regarded as well qual- 
ified to manage, but whose authority does not pro- 
ceed from the people. . . Unregulated business 
tends to develop abuses, and the greater the dis- 
tance between the people and managerial authority, 
the greater the tendency. . The private group 
which attempts to set up a fence around its own priv- 
ileges and power, and to exclude all others from 
engaging in business or making it difficult for 
others to engage in business by penalizing competi- 
tion, is working against the public interest. ... 
The aim is not to make it difficult for the insurance 
industry to do business, but only to prevent abuses 
through agreements or combinations among private 
groups to fix prices or control the industry, or to 
make it difficult for any private group to engage 
in the insurance business at all except on the terms 
of another private group. .. . If there is to be 
state regulation, the states must have insurance 
departments which are competent to regulate, that 
is to say which are competent to examine, audit and 
understand the complexities of the insurance busi- 
ness." 





812. MASSACHUSETTS REVISION. A complete revision 
of the insurance law of Massachusetts has been urged 
by Commissioner of Insurance Charles F. J. Harring- 
ton in his recommendations to the 1946 session of 
the Massachusetts legislature. His report made the 
point that several of the states which bulk large 
in the insurance picture have revised their insur- 
ance laws recently. The insurance laws of Massa- 
chusetts have not been changed substantially in 
many years, and because they have been amended in a 
number of particulars, some of them are no longer 
sufficiently clear in meaning. At its last session 
the Massachusetts legislature authorized its com- 
mittee on insurance to sit between sessions for the 
purpose of investigating specific subjects in the 
insurance field, but the Commissioner holds that the 
order was not comprehensive enough to permit the 
committee to deal with such subjects as the impact 
upon Massachusetts insurance laws of the decision 
of the United States Supreme Court in the case of 
the Southeastern Underwriters Association. 


813, PHILIPPINE WAR DAMAGE. The United States Sen- 


ate has passed, and sent to the House for approval, 
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the Tydings Bill providing for rehabilitation of the 
Philippines through war damage compensation. The 
bill provides $330,000,000 for war damage claims, 
and $120,000,000 for the construction of roads and 
harbors, and for public health purposes. Losses 
sustained during the war would be inquired into by 
a Philippine War Damage Commission. The rehabili- 
tation bill authorizes compensation in the Philip- 
pines if the damage claimed resulted from enemy at- 
tack, action by representatives of the enemy, action 
by troops of the United Nations, or such activities 
as looting, pillage, or lawlessness during the war. 
Lost or damaged property must be replaced before 
compensation is paid. Two methods of making pay- 
ment for loss or damage are provided, the one which 
would require the smaller payment being required. 
The first is actual cash value at the time of loss. 
The second is the cost of repairing or rebuilding 
lost or damaged property, or replacing it. If the 
amount due any one claimant exceeds $500 the bill 
provides that there would be a 25% reduction in any 
amount over $500. 


814, FIRE MARSHALS MEETING. The average amount of 
damage done by incendiary or suspicious fires has 
risen from $962 in 1938 to $2,850 in 1944, even 
though current economic conditions have kept the 
number of such fires from showing an increase, it 
was stated by Dr. Richard C. Steinmetz, Mill Mutual 
Fire Prevention Bureau, in addressing the recent 
Chicago meeting of the Fire Marshals section of the 
National Fire Protection Association. He held that 
current high prices and heavy demand for goods makes 
it unlikely that there will be an increase in arson 
in the immediate future. 





815. CANADIAN TRAFFIC LAWS. The immediate intro- 
duction of more modern highway traffic and financial 
responsibility laws in the provinces of Canada has 
been urged in a brief filed by the All-Canada In- 
surance Federation with the Association of Superin- 
tendents of Insurance of the Provinces of Canada. 
While it is admitted in the brief that such finan- 
cial responsibility acts as exist have had the de- 
Sirable effect of educating automobile owners and 
drivers in the responsibility which they have, it is 
contended that in the present form these acts have 
almost ceased to achieve the function originally 
intended. The brief pointed out that insurance car- 
riers are extremely interested in everything per- 
taining to automobile traffic, and that because 
they are in close touch with the traffic accident 
picture they feel justified in offering any sugges- 
tion which seems in the public welfare. 





816. WAR DEPARTMENT LETTER. The service of the 
Joint Rating Committee for Comprehensive Rating 
Plans--composed of three members of the Association 
of Casualty & Surety Executives and three members 
of the American Mutual Alliance--has been com- 
mended in a recent letter from United States Secre- 
tary of War Robert P. Patterson, which read as fol- 
lows: "In May, 1941, as Undersecretary of War, I 
approved the report announcing creation of the Joint 
Rating Committee on the War Department Insurance 
Rating Plan by the Association of Casualty & Surety 
Executives and the American Mutual Alliance, and 
promulgating regulations governing its operations 
with respect to the establishment of rules and rates 
for determination of standard premium to be used 
on policies providing insurance to War Department 
contractors under the Rating Plan. Since that time 
I have received frequent reports of the operation 
of the Joint Rating Committee and I am aware of the 
great amount of time and effort which have been ex- 
pended by its members in discharging their impor- 
tant functions. I am grateful for these efforts 
and for the generous spirit of cooperation evidenced 
by the committee in its many valuable contributions 
toward the success of the War Department's insurance 
program. It gives me pleasure to express this grat- 
itude to you, and through you to the individual men- 
bers of the committee." 
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817. FIRE LOSSES MOUNT. The steady upward trend in 
fire losses in the United States continued to mount 
during November, according to the recent estimate 
of the National Board of Fire Underwriters. No- 
vember fire losses in the United States were esti- 
mated at $37,393,000, which marks an increase of 
10% over November, 1944, and an increase of 8% over 
October, 1945. Each month of 1945 has shown an in- 
crease over the corresponding month of 1944. Total 
fire losses for the first eleven months of 1945 are 
$405,851,000 as against $374,949,000 for the first 
eleven months of 1944. Fire losses by months for 
the two years were: 








1944 1945 

Be eee $ 36,572,000 $ 44,865,000 
rere 38,280,000 41,457,000 
NINES « oh aviacto io Sacarsiioae ee o's 39,084,000 40,876,000 
MEE: \ Soe 'e cigs arelainie aaees 34,746,000 37,950,000 
Serre ree 32,815,000 34,153,000 
SID ikatettelacccmeate oavanw axes 30,555,000 34,090,000 
I ha oi cde Hare e ee oh eat 32,'706,000 34,054,000 
I lak ial ci pk bi ara Spee 30,618,000 34,096,000 
SS PPC ee 31,448,000 32,447,000 
NIN 5. oor e-caie-c- sea 31 32,178,000 34,470,000 
ee ere _ 33,847,000 37,393,000 

| errr $374,949,000 $405,851,000 


818, BUSINESS DEVELOPMENT OFFICE. The Business De- 
velopment Office, joint organization set up by stock 
fire insurance carriers and stock insurance agents 
in 1936 for the purpose of devising expedients to 
meet mutual competition, is to cease operations 
shortly according to an announcement made by the 
Insurance Executives Association and the National 
Association of Insurance Agents. Director Milton 
W. Mays of the Business Development Office will con- 
tinue to work in the field of research and agency 
relations as an assistant to the president of the 
Insurance Executives Association. Such BDO ac- 
tivities as are considered of value will continue 
under the aegis of the Insurance Executive Associa- 
tion. The liaison activities between stock fire 
insurance executives and stock insurance agents 
which the Business Development Office was intended 
to carry on in its original conception will be han- 
dled in the future by direct conferences between 
executives and agents groups. 





819, ALL-INDUSTRY COMMITTEE. Four rate regulatory 
bills--two casualty and two fire, two providing for 
prior approval of rates and two providing for sub- 
sequent disapproval--were considered at the recent 
Chicago meeting of the Insurance All-Industry Com- 
mittee. They had been drafted and submitted by the 
sub-committee on the Sherman Act. The Committee 
adopted both fire and casualty bills of the subse- 
quent disapproval type, thus taking a stand against 
that favored by the recent action of the National 
Association of Insurance Commissioners. It is ex- 
pected that the bills approved will be offered to 
such legislatures as meet in 1946. The National 
Association of Mutual Insurance Agents signified 
its intention of filing a dissenting report. The 
Committee agreed to meet again Jan. 23-25, 1946, 
probably in New York City. 





820, INSURANCE TEACHERS. Dr. C. A. Kulp, Univer- 
sity of Pennsylvania, has been nominated to succeed 
F. G. Dickinson, University of Illinois, as presi- 
dent of the American Association of University 
Teachers of Insurance. The Association has an- 
nounced the program for its annual meeting, the 
first in three years, which is to be held Jan. 15, 
1946, at the Hollenden Hotel, Cleveland. J. A. 
Fitzgerald, University of Texas, has been nominated 
for vice-president, and C. A. Kline, University of 
Pennsylvania, has been renominated secretary-treas- 
urer. J. M. Breen, Lumbermens Mutual Casualty Com- 





pany, Chicago, has been nominated a member of the 
executive committee to succeed L. P. McCord, Jack- 
sonville, Fla., agent. 
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The Rating Problem 


By ROBERT E. DINEEN* 


N any discussion of the regulation 

of insurance rates there must be 

a starting point. I propose to use 
as my starting point a brief synopsis 
of the New York rating law (Insur- 
ance Law, Article VIII) which it has 
been my duty to administer for over 
two years. The origin of our rating 
law goes back to 1911 when a rudi- 
mentary rating bill was passed. Our 
real start, however, commenced in 
1922 when the Legislature passed a 
bill empowering the superintendent to 
adjust rates whenever he found they 
produced an excessive, inadequate or 
unreasonable profit. As our exper- 
ience and stock of knowledge on rate 
regulation has increased the law has 
been amended from time to time, our 
present law being the result of a re- 
codification in 1939. We therefore 
have had the benefit of twenty-three 
years’ experience in this field. 

The law is relatively simple. It con- 
sists of eight sections and covers but 
eight printed pages. In substance, it 
requires insurers to file their rates 
with the superintendent of insurance. 
This may be done individually or by 
insurers acting in concert through the 
medium of a rating bureau. .The law 
sets a standard for these rates; they 
must not be excessive, inadequate, un- 
fairly discriminatory or otherwise un- 
reasonable. The superintendent is em- 
powered to adjust the rates at any 
time if he finds them to be at variance 
with the statutory yardstick. To pro- 
vide the superintendent with evidence 
to test the propriety of the rates the 
legislature has directed the carriers to 
file their figures with the superin- 
tendent or with a statistical agency 
designated by him. Machinery for 
hearings is provided and, to protect 
the public and carriers against arbi- 
trary action, the right of judicial re- 
view is conferred. This system is 
by no means perfect and there is still 
room for improvement legislatively 
and administratively, but on the whole 
it has worked fairly well. 


In this paper I have proceeded upon 
the assumption that under well-recog- 
nized principles of law buttressed by 
U. S. Public Law 15, the states have 
the power to enact valid rate regula- 
tory laws. You will naturally ask: If 
the states may pass valid rate regula- 


*Superintendent of Insurance of the State of 
New York, delivered before Section of Insurance 
Law of the American Bar Association, at Cincin- 
nati, Ohio. 
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tory laws and various state rating 
laws are available as models, why do 
we have all the discussions about rat- 
ing bills and rating problems? This 
paper will be devoted to a discussion 
of some of the factors entering into 
this question. 

Now for some background. As 
soon as the South-Eastern Underwrit- 
ers Association case was decided many 
thoughtful people in the insurance 
business became convinced that Con- 
gress would never apply the rigorous 
rule of the Sherman Act against nec- 
essary and legitimate cooperative ef- 
forts in the field of rate making. At 
the same time they recognized that 
if such efforts were to continue they 
could not be wholly free of super- 
vision and concluded that there was 
language in Parker v. Brown, 317 U. 
S. 341, (1943), which would support 
such activities if they were supervised 
by the states. Industry committees 
drafted model rating bills based on 
this principle and they have been 
adopted by a number of states. 


On November 11, 1944, Attorney 
General Biddle appeared before the 
Drafting Committee of State Officials 
of the Council of State Governments. 
In the course of his informal com- 
ments on that day he said: 


“I think there is no doubt at all that 
insurance rates which are approved by a 
State are not subject to the Sherman 
Anti-Trust Act. By that I mean that if 
a group of insurance companies agreed 
on rates and filed them with a state 
commission or state body, and that body 
took active and definite action, made ac- 


tive and definite approval of those rates, 
in that case I think the matter would not 
be involved at all in the Sherman Anti- 
Trust Act.” 


He also said: 


“But the view we hold toward insur- 
ance is not unlike our policy toward 
railroad rates, that the fixing of rates by 
private groups in either field without ac- 
tive and definite state approval, is a clear 
contravention, not only of the Act, but 
of the whole theory that underlies the 
Act, the theory that competition should 
be free unless it is specifically regulated 
by the appropriate body.” 


On March 10, 1945, the day after 
he signed Public Law 15, President 
Roosevelt issued a statement in which 
he said in part: 

“Congress did not intend to permit pri- 
vate rate fixing, which the Anti-Trust 
Act forbids, but was willing to permit 
actual regulation of rates by affirmative 
action of the States.” 


The insistence of the President and 
the Attorney General upon “affirma- 
tive regulation” of rates by the states 
should certainly provide food for 
thought for those who have cham- 
pioned the cause of state regulation 
of insurance rates. Some soul search- 
ing is in order. 

There are today in the insurance 
business many conscientious execu- 
tives generally in sympathy with state 
regulation of the insurance business 
who are hesitant, if not reluctant, to 
entrust the regulation of rates to the 
states. They recognize that the power 
to regulate rates—like the power to 
tax—is the power to destroy. In their 
own organizations or in the rating 
organizations of which they are mem 
bers or subscribers, and frequently in 
both, will be found many competent 
men familiar with the various aspects 
of rating, and many of whom receive 
substantial compensation because of 
their superior knowledge and exper- 
ience. Some of these men have de- 
voted a lifetime to some particular 
phase of rating. Upon their decisions 

usually reviewed by the executives 

-the success or failure of the com- 
panies depends. If state regulation of 
rates is to be effective, the States 
must maintain rating bureaus of their 
own, staffed by men who have had 
the necessary technical training and 
experience. These men act in an ad- 
visory role reviewing the rate filings 
submitted to their departments and 
submitting their views thereon to the 
insurance commissioner upon whom 
the final authority to approve or dis- 
approve the rate is placed by law. 
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Under this system of dual responsi- 
bility (for the responsibility for the 
correctness of the rate in the first in- 
stance depends upon the company or 
the rating bureau making the filing*) 
one factor stands out: if the system 
is to work fairly and equitably for 
both the public and the companies 
alike, the men on both sides must be 
of comparable competency. 


Single rate regulation on any siz- 
able basis has been confined to com- 
paratively few states until very re- 
cently, it necessarily follows that 
many states at this time are not ade- 
quately staffed to pass on rates. Staffs 
which were quite equal to the task of 
dealing with other phases of insur- 
ance regulation, such as the licensing 
of companies, examination of com- 
panies, etc., are not equipped to un- 
dertake the work. When rate regu- 
latory laws are passed the state legis- 
latures must be prepared to increase 
insurance department budgets in or- 
der to provide personnel of sufficient 
quantity and quality. Frankly, it is 
not easy to find such men, for not only 
must they have good minds but also 
experience. Our universities must be 
encouraged to provide the necessary 
educational facilities in this field on a 
scale which is much greater than here- 
tofore. I think that trained men will 
ultimately be available but it is the 
transition period which is causing 
concern. 


As an interim measure, and pos- 
sibly as a long-term solution for those 
states whose budgets will not permit 
substantial increases in departmental 
personnel, I suggest the use of rating 
bureaus maintained by neighboring 
states. Great strides have been made 
in the field of interstate cooperation 
in the last few years and I know of 
no legal impediments to such an ar- 
rangement. Its advantages are ob- 
vious. It reduces expenses, saves un- 
necessary duplication of personnel and 
yet would make available to the insur- 
ance commissioner of a lightly popu- 
lated state the full facilities of its 
more populous neighbor. The idea, I 
may add, is not new. Over twenty 
years ago the State of Delaware used 
the rating expert of the Pennsylvania 
Department to pass on the propriety 
of compensation rates in Delaware, 
although in that case the arrangement 
was between the State of Delaware 
and the rating expert rather than be- 
tween the two states. 


Immediately improving the quan- 
tity and quality of rating experts in 
the various insurance departments, 


*This observation does not apply to certain rates 
in the States of Louisiana and Texas which are 
made by the state. 
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however, is not the only thing that re- 
mains to be done. Candor requires 
that we explore whether or not there 
is room for improvement at the com- 
missioner lével. It is a regrettable fact 
that the turnover on the part of in- 
surance commissioners on a country- 
wide basis has been so high. Further- 
more, the salary allowance for com- 
missioners in some states is admitted- 
ly inadequate. These considerations 
militate against continuity of policy— 
a necessity in the ordinary workings 
of an insurance department—and a 
prime requirement where regulation 
of rates is undertaken. Congress rec- 
ognized this principle when it created 
the Federal Power Commission, a 
body whose function, among other 
things, is to regulate rates (16 U. S. 
C. A. 824-a). The Federal Power 
Act calls for the appointment of five 
commissioners at a salary of $10,000 
per year for a five year term, the 
terms to be staggered (16 U. S.C. A. 
792). Congress followed a similar 
policy when it created the Interstate 
Commerce Commission except that in 
that body there are eleven commis- 
sioners appointed for seven years 
each (49 U.S.C.A. 11). I do not 
mean to suggest that individual states 
need to duplicate these systems but I 
do say that they indicate quite plainly 
that if the action of Congress in the 
field of rate regulation is any criter- 
ion, low salaries, a high turnover in 
policy-making administrators, and 
breaks in departmental policies oc- 
casioned by them, are not in the pub- 
lic interest. 


return to Mr. Biddle’s views which 

will be easy to understand if we 
keep certain things in mind. He was 
in charge of the entire Department 
of Justice, whose Anti-Trust Division 
has had more experience with com- 
binations to fix prices in all lines of 
business than any other administra- 
tive body in the world. With that 
background the Attorney General 
must have known, as we all do, that 
a rating organization can function 
properly in making reasonable rates 
or can degenerate into a trust operat- 
ing for the purpose of charging the 
highest rates the traffic will bear. No 
man possessing the intelligence and 
background of Mr. Biddle, with the 
facilities of the Department of Justice 
at his command, could go through the 
investigation of the facts and the law 
in the S.E.U.A. case and the Con- 
gressional hearings on the insurance 
bills without acquiring a considerable 
knowledge of state regulation of in- 





surance rates and the respects in 
which it can and must be improved 
both legislatively and administratively. 


Earlier in this memorandum I re- 
ferred to the so-called model rating 
bills based upon the principle of Par- 
ker v. Brown which were prepared as 
a guide by committees representing 
the industry. In fairness to those who 
participated in their drafting it must 
be said that some of the bills dis- 
closed a high and commendable re- 
gard for the public interest. And yet 
I would be less than candid if I did 
not point out one respect in which 
the drafters, by necessary implica- 
tion, put their fingers upon one as- 
pect of state regulation in which there 
must be improvement. I refer to the 
provision which states that if the com- 
missioner took no action on a rate 
filing within thirty days, even if the 
rate was the product of a rate-fixing 
combination, the rate filing was 
“deemed” approved. The “deemer’’ 
clause, as it came to be called, was a 
necessity if the insurance business 
was to continue to function in those 
states where the experience and the 
facilities to pass on rates promptly 
were missing. The extensive use of 
that clause in various rating laws was 
scarcely calculated to encourage the 
Attorney General to believe that rates 
would be scrutinized thoroughly either 
before they took effect or within a 
reasonable time thereafter. 


There has been a disposition to 
stress unduly the sins of the regulated 
without recognizing the shortcomings 
of the regulators. It is apparent that 
the administration in Washington 
knew whereof it spoke when the 
President, in releasing the statement 
which he made at the time U. S. Pub- 
lic Law 15 was signed, said that the 
moratorium not only “provides an op- 
portunity for the orderly correction 
of the abuses which have existed in 
the insurance business” but added that 
“the purpose of this moratorium per- 
iod is to permit the states to make the 
necessary adjustments.” I sum it up 
by saying that we must never forget 
that agreements to fix prices are con- 
trary to the established law of the 
land (United States v. Socony-Vacu- 
um Oil Co., 310 U. S. 150 (1940). 
And if an exception was to be made 
for the insurance business, the Attor- 
ney General of the United States, the 
man charged with enforcing the fed- 
eral anti-trust laws in the light of 
Public Law 15, was well within his 
rights, and, indeed, was performing 
his duty, when he insisted that if the 
federal anti-trust laws were not to 
apply to rates made by price-fixing 
combinations, he would not be satis- 
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fied. with a perfunctory approval or 
an approval by default. He construed 
“regulation” as meaning approval in 
fact and, in my judgment, was justi- 
fied in adopting this construction. 
Certainly it requires a most attentu- 
ated argument to establish the propo- 
sition that the approval of a rate by 
default—by an absence of regulation 
—constitutes regulation. 


But this does not mean—or at least 
I do not think it means—that Mr. 
Biddle expected the impossible or the 
impractical. We all know that there 
are many rates which can readily be 
reviewed by the states in advance. In 
practice many rates are approved in 
advance because no bureau or com- 
pany will go to the trouble and ex- 
pense of printing and distributing rate 
manuals without first ascertaining 
whether the rates set forth in the 
manual will meet approval. There are 
other types of filings where advance 
approval cannot be given. So-called 
“tailor-made” contracts in the inland 
marine field fall in this category. In- 
deed, not only is it impractical to re- 
view these rates in advance, but it is 
equally impractical to file them at all 
under normal circumstances. In New 
York, we protect the public by pro- 
viding that such filings shall be sub- 
mitted to the department only when 
and if ordered (Insurance Law, $187, 
effective April 3, 1945). The depart- 
ment can order a rate or rating plan 
filed on its own motion or upen com- 
plaint from the public. As soon as 
the rate becomes filed the department 
can then determine whether it meets 
the statutory standards. It is one 
thing to protect the public and quite 
another to impose regulations which 
are so burdensome as to interfere un- 
duly with the expeditious transaction 
of business. 


At the November, 1944, meeting of 
the Council of State Governments, to 
which I have made reference, Attor- 
ney General Biddle said: 


“T think it also should be remembered, 
incidentally, that less than one per cent 
of all railroad rates are actually approved 
by the Interstate Commerce Commission. 
The rates are filed, and unless violative 
of the Act (the question usually can be 
raised by competitors or by a shipper), 
the rate is in effect when the schedule is 
filed.” 


The question has been asked: If 
Congress has not asked the Interstate 
Commerce Commission to “affirma- 
tively approve” railroad rates, why 
should the Attorney General expect 
the states to follow what appears to 
be a higher standard in passing on 
insurance rates? The answer may be 
found in the decision of the United 
States Supreme Court in the case of 
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Georgia v. Pennsylvania Railroad Co., 
et al, 324 U. S. 439 (1945), and in 
the testimony produced before the 
subcommittee of the Committee on 
Interstate and Foreign Commerce, 
House of Representatives, 79th Con- 
gress, lst Session, on H. R. 2536, the 
Bulwinkle Bill. In the Georgia case 
the court points out that proposals 
to legalize rate-fixing combinations 
among common carriers have not met 
with Congressional approval and that 
such rate-fixing combinations are not 
under the control and supervision of 
the Interstate Commerce Commission. 
On the contrary, as the court said, the 
Act was designed to preserve private 
initiative in rate making as indicated 
by the duty of each common carrier 
to initiate its own rates. Joint through 
rates are necessarily excepted. The 
object of the Bulwinkle Bill is to 
place these rate-making combinations 
under the jurisdiction and control of 
the Interstate Commerce Commission. 
The testimony before the subcommit- 
tee established that, although Con- 
gress has never expressly legalized 
railroad rate-making associations, 
these associations have been in exist- 
ence for many years. They provide 
a forum where shippers and carriers 
can and do discuss proposed rate 
changes before they are filed with the 
Interstate Commerce Commission. In- 
deed, the testimony developed that 
the carriers and shippers usually turn- 
ed to the Interstate Commerce Com- 
mission only when they were unable 
to compose their differences at the 
preliminary conferences. This ex- 
plains the interpolation made by the 
Attorney General to which reference 
has been made above, namely, “the 
question (as to whether the rates are 
violative of the Act) usually can be 
raised by competitors or by a ship- 
per.” The Attorney General appar- 
ently knew that no such conference 
method is generally employed between 
insurance companies and buyers. No 
doubt he concluded that the statutory 
procedure of the Interstate Commerce 
Commission on rate regulation stand- 
ing alone without the supplementary 
non-statutory shipper-carrier confer- 
ence practice did not furnish a suit- 
able precedent for adequate state reg- 
ulation of insurance rates. 


It has been asserted that the present 
New York system in which advance 
approval is not required works well 
in protecting the public. Upon that 
premise it is argued that advance ap- 
proval of rates under any circum- 
stances is wholly unnecessary. But 
that argument overlooks a fact to 
which reference has previously been 
made; namely, that many rates are 
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submitted to the New York Insurance 
Department for advance approval or 
disapproval and that under the admin- 
istrative procedure followed by the 
Department other rate filings are sub- 
ject to the scrutiny of the department 
within a comparatively short time 
after they are filed. It is therefore 
misleading in considering New York’s 
handling of rates to refer simply to 
the statute. If the problem is to be 
appraised correctly, reference must 
also be made to the practices in the 
business and to the administrative 
procedures followed by the Depart- 
ment. Changing the New York stat- 
ute to conform to the practices and 
administrative procedures under dis- 
cussion would, in my judgment, im- 
pose no hardship upon the companies 
under the jurisdiction of our rating 
bureau. 


ROM what has already been said, 

it is obvious that the New York 
Department cannot lend its support to 
the interpretation now being placed 
in some quarters upon the meaning of 
the word “regulated” as used in U. 
S. Public Law 15. Proponents of 
this idea assert that the word “regu- 
lated” must be construed in the light 
of the provisions in the forepart of 
the law which emphasize the role of 
the states in the regulatory field. They 
contend that if Congress intended the 
states to continue the regulation of the 
business, the states could be the judge 
of how much or how little regulation 
was required to neutralize in the states 
the four federal statutes enumerated ; 
namely, the Sherman Act, the Clay- 
ton Act, the Robinson-Patman Act 
and the Federal Trade Commission 
Act. I agree that in those fields of 
insurarice regulation which are un- 
affected by the four Acts, Public Law 
15 makes the states the arbiter of the 
degree of regulation but I cannot 
agree that in so far as the four Acts 
are concerned the states can oust the 
Federal Government from the power 
to enforce these laws simply by en- 
acting token or shadow statutes. To 
begin with, such an approach is lack- 
ing in common honesty. Furthermore, 
the case law interpreting the meaning 
of the word indicates that it means 
exactly what it says. To regulate 
means to regulate—not to go through 
the motions.* I share the view of 





*“The word ‘regulate’. is one of broad 
import. It is the word used in the Fed- 
eral Constitution to define the power of 
Congress over foreign and interstate com- 
merce, and he who reads the many opinions 
of this court will perceive how broad and 
comprehensive it has been held to be.” St. 
Louis v. Western Union Telegraph Co., 
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those who look upon the problem 
from a practical as well as a legal 
viewpoint. The history of Public Law 
15 and the statements of the Presi- 
dent and the Attorney General clearly 
indicate that positive action for the 
protection of the public is contem- 
plated. Negative action, or, to be 
more accurate, inaction, has obvious 
dangers. If the states do not “regu- 
late” honestly, intelligently and affirm- 
atively, the Federal Government has 
no alternative except to re-assert its 
domain over this field. Senator Bark- 
ley’s language at the close of the de- 
bate on Public Law 15 covers the sit- 
uation very aptly. He said: 

“* * * if any State, through its legis- 
lature, undertakes to go through the 
form of regulation merely in order to put 
insurance companies within that State 
on an island of safety from congressional 
legislation, that effort will be futile.” 
I know of no more effective way to 

precipitate federal regulation of the 
insurance business than to proceed 
upon the assumption that those prac- 
tical men who make up Congress can- 
not tell bona fide insurance regulatory 
statutes, and competent administra- 
tion of them, from unenforced token 
statutes enacted solely for the purpose 
of ousting the Federal Government 
from jurisdiction and in effect per- 
mitting the business to go unregu- 
lated. 

I do not see how any reasonable 
man could expect any more than this: 
(1) Approval or disapproval in ad- 
vance of those rates which are sus- 
ceptible to that treatment. (2) Ap- 
proval or disapproval within a reas- 
onable time after filing of those rates 
which are susceptible to that treat- 
ment. (3) The right to require filing 
and, thereafter, the right to approve 
or disapprove in those myriads of in- 
dividual transactions where routine 





149 U. S. 465 (469), 13 Sup. Ct. 990, 37 
L. Ed. 810. 

The word “regulate” includes both gov- 
ernment and restriction. Westgate v. Ad- 
rian Township, 161 Mich. 333, 126 N. W. 
422. 

To regulate interstate commerce means 
to foster, protect, control and restrain, with 
appropriate regard for the welfare of those 
immediately concerned and of the general 
public. United States v. Gregg, 5 Fed. 
Sup. 848 (854), quoting Mondon v. R. Co., 
223 U: S. 1, 32 S.. Ce. 1600, 56 L. Ed. 327. 

With slight variations in wording a num- 
ber of court decisions cited in Words and 
Phrases define “regulate” as meaning to 
adjust, order or govern by rule, method or 
established mode; to direct by rule or re- 
striction; to subject to rules, restrictions 
or governing principles. 

The opinion in Hoopeston Canning Co. 
v. Cullen (1943), 318 U. S. 313, 63 Sup. 
Ct. 602, begins with this sentence: “The 
New York Insurance Law, Consol. Laws, 
ch. 28, as amended in 1939, provides a com- 
prehensive and detailed plan for regulation 
of all types of insurance and insurance com- 
panies ‘doing an insurance business’ S41, in 
that state.” 
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filing and approval are impractical. In 
this connection, it will be noted that at 
no point did President Roosevelt or 
Attorney General Biddle say that all 
rates had to be approved in advance. 

There are many sound reasons why 
rating legislation should contain a 
provision requiring the insurance 
commissioner, wherever practicable, 
to review rates before they take effect. 
I shall enumerate a few: 

(1) It is generally conceded that most 
rates lend themselves readily to advance 
approval or disapproval* and the practice 
of submitting filings to insurance commis- 
sioners for examination prior to their ef- 
fective date is in common use throughout 
the United States today—at least in some 
lines of the business. 

(2) Substantial elements in the insur- 
ance business recognized that advance ac- 
tion was feasible by incorporating provi- 
sions therefor in the so-called model bills. 

(3) Advance approval or disapproval has 
been followed for years by many states in 
the Union on workmen’s compensation in- 
surance. To recommend legislation aban- 
doning that principle in a field of social in- 
surance would undoubtedly be regarded, 
and justly so, as a backward step. 

(4) Disapproval of a rate subsequent to 
its effective date and after the producers 
in the regulated territory have been sup- 
plied by the companies with manuals works 
a hardship on the producers and is a source 
of embarrassment to the commissioner. The 
question will naturally be asked of the 
commissioner : If the filing is improper, why 
didn’t you disapprove it before it took 
effect? The longer the commissioner de- 
lays in acting upon the filing the more dif- 
ficult his position becomes. 

(5) Legislation should encourage the 
commissioner to act expeditiously, an ele- 
ment conspicuously absent when a rate may 
take effect if the commissioner does noth- 
ing. 

(6) Because of the responsibilities which 
it places upon the commissioner, legislation 
of this type puts the commissioner in a 
position to ask the legislature of his state 
for sufficient appropriations to supply the 
quantity and quality of personnel necessary 
to do a job that will reflect credit upon 
the state. 

(7) With the exception’ of those changes 
resulting from new forms of coverage, 
most proposed rate filings simply vary ex- 
isting filings. If the commissioner has ex- 
amined the existing filing he has to some 
extent examined in advance the new filing. 
It is for this reason that many people in 
the business feel that there is no valid rea- 
son for clinging to the subsequent action 
rule particularly when the good public re- 
lations inherent in advance action are con- 
sidered. 

(8) Companies which find it necessary 
to meet with each cther and review all fac- 
tors before making a rate are not in a very 
good position to complain if the law re- 
quires one more step—the submission of 
the product of their joint efforts to the 
commissioner before it takes effect. 

(9) Last, but by no means least, advance 
action on rate filings comes nearest to the 
affirmative, effective action on rate filings 
which we should all be seeking. 


*For instance, Mr. H. C. Conick, United States 
Manager of the Royal-Liverpool Group, at the 
annual meeting of the National Association of 
Insurance Agents in Chicago on October 23, 
1945, said: “Approximately 70% of the daily re- 
ports which reach insurance company home offices 


are written on habitation risks.” 





It has been suggested that advance 
approval of rates would impede the 
development of new and _ broader 
forms of coverage. The experience in 
the workmen’s compensation field, 
where advance approval is the rule, 
demonstrates that apprehensions along 
this line are unfounded—at least 
where rating laws are properly ad- 
ministered. 


A number of alternatives have been 
suggested but discussion has centered 
upon so-called subsequent disapproval 
laws. Under these laws there is no 
obligation imposed upon the commis- 
sioner to scrutinize a filing before it 
takes effect. The theory is that the 
commissioner may disapprove the fil- 
ing at any time after its effective 
date. If the commissioner takes no 
action at all, the filing still remains in 
effect. The objection to legislation of 
this type is obvious. It tends to en- 
courage inaction upon the part of the 
commissioner and places a premium 
on apathy. Should it develop, even 
on a limited scale, that the effect of 
such laws was (1) to permit the use 
of inadequate rates or (2) to throw 
a mantle of legal protection over com- 
binations engaged in fixing what the 
Department of Justice is wont to call 
“high, artificial and unreasonable 
prices,” the effect on state regulation 
might well be disastrous. A rating 
law must be more than a legal um- 
brella for those operating under it. 
It must serve companies and public 
alike. 


ITH this background before 

us, I turn to the stumbling 
block. In this country today the in- 
surance business is carried on in a 
variety of forms. We have stock com- 
panies, mutuals, reciprocals, cooper- 
atives, etc. We have companies that 
operate through bureaus or rating or- 
ganizations; we have independents ; 
we have those who write at manual 
and those who write off manual ; those 
who pay dividends and those who al- 
low deviations. In short, we have 
actually what you would expect in 
America—numerous displays of busi- 
ness ingenuity. All of these methods 
of doing business, and others which I 
have not mentioned, have their place 
in the sun and they do not want to 
be driven into the shade by legisla- 
tion. It is not true of all but I think 
there has been a disposition—and, I 
think, an understandable one—for 
parts of these various groups to seek 
not only legislative measures protect- 
ing their own methods of operation 
but legislative advantages. In this 
practical world in which we live such 
maneuvers are not unusual and a cer- 











tain amount of legislative tugging and 
hauling is to be expected. As in every- 
thing else, however, there comes a 
time when things can be carried too 
far. I shall give you some concrete 
examples. 

In considering these examples, it is 
well to keep in mind two things: 

(a) The following excerpt from 
Report No. 143, dated February 13, 
1945, of the House Judiciary Com- 
mittee on S. 340—the McCarran-Fer- 
guson Bill: 

“Nothing in this bill is to be so con- 
strued as indicating it to be the intent 
or desire of Congress to require or en- 
courage the several States to enact leg- 
islation that would make it compulsory 
for any insurance company to become a 
member of rating bureaus or charge uni- 
form rates. It is the opinion of Congress 
that competitive rates on a sound finan- 
cial basis are in the public interest.” 

(b) The memorandum submitted 
by the National Association of Insur- 
ance Agents to the Committee on 
Federal Legislation of the National 
Association of Insurance Commis- 
sioners at the June, 1945 meeting at 
St. Paul. That memorandum pro- 
vided that any rating bill designed to 
“eliminate illegal conspiracies, com- 
binations or monopolies and at the 
same time (2) provide rates that are 
reasonable, adequate and not unfairly 
discriminatory *** ”, should embrace 
certain principles, one of which is “a 
provision for deviation.” 

Example 1. On March 20, 1945, 
35 days after the House Judiciary 
Committee made the pronouncement 
to which reference has just been 
made, the State of “X” passed two 
rating laws, one a fire law and the 
other a casualty law. The casualty 
law contains a provision for devia- 
tion; the fire law does not. As we all 
know, companies belonging to a rat- 
ing organization, pool their loss and 
expense experience, arriving at aver- 
age rates. In our state any company 
belonging to a rating bureau which 
can demonstrate that over a substan- 
tial period of time its operating ex- 
penses are lower than the average for 
all other companies in the bureau may 
ask for and will receive a deviation. 
This means it can deviate or sell be- 
low the average rate to the extent of 
the demonstrated saving. Unlike a 
dividend which can only be paid out at 
the expiration of the policy, a devia- 
tion can be and is deducted at the in- 
ception of the policy. What is the 
situation in the State of “X”? An 
efficiently operated casualty company 
can pass on a saving to the public in 
advance. An efficiently operated fire 
company is prevented by law from do- 
ing the same thing. 

Example 2. In the fire bill every 
company is required to belong to a 
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rating bureau. In the casualty bill 
membership in a rating bureau is op- 
tional. In the casualty bill provision 
is made for an appeal to the commis- 
sioner by any member of a rating 
bureau whose proposal to broaden or 
change any form of coverage is de- 
nied by the bureau. In the fire bureau 
where membership is mandatory, no 
such relief is available. A casualty 
company seeking a change of form of 
coverage therefore has the right to 
either appeal or withdraw from the 
rating bureau and submit the filing 
individually. A fire company con- 
fronted with the same situation is 
helpless. 


I have been at pains to review these 
two examples of state legislation— 
legislation in which the good is marred 
by the bad. Once the public fully un- 
derstands their import, the reaction 
will inevitably be adverse. I find it 
difficult to understand the process of 
reasoning by which segments of the 
business—confronted with a virtual 
ultimatum of the Congress, which is 
still disposed to be friendly to the en- 
tire business— sponsor legislative 
measures in which the public interest 
is either ignored or relegated to a 
secondary position. The passage of 
these measures was a mistake and 
came at a bad time. If corrected in a 
reasonable time, no irreparable dam- 
age should ensue. On the other hand, 
if similar measures are to be intro- 
duced in other states pursuant to a 
policy of seeking legislative advan- 
tages denied other lines of business, 
the outlook is bleak. Any policy which 
overlooks the fact that there will be 
a day of reckoning with Congress is 
short-sighted and cannot succeed. To 
state the situation plainly, the con- 
tinued seeking of: legislative advan- 
tages in rating laws by various seg- 
ments of the business is doing neither 
the business nor the cause of state 
regulation any good. A disposition to 
view the problem broadly and fairly, 
followed by action along that line, 
would soon make the rating problem 
a thing of the past.* 


It will not, of course, solve the in- 
terstate rating problem which is con- 
cededly complex and seemingly as far 
away from a solution as ever. But the 
answer may emerge if we can solve 
the state rating problem first. I em- 
phasize, although it is hardly neces- 
sary, that the elements of a good rat- 
ing law are well known—now. The 
essential thing to keep in mind is that 
in very nearly all rate regulatory laws 
there is no reason why the right to 
operate either independently or in 


*Since the manuscript for this paper was pre- 
pared both of these laws have been repealed. 
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concert as a carrier prefers, should 
not be preserved. 


Any such law should contain at the 
outset a declaration of principle recog- 
nizing (1) the right of carriers to act 
either collectively or independently, 
and (2) the necessity for competition 
on a price basis consistent, of course, 
with the maintenance of financial 
soundness. Such a declaration of 
principle—standing like a beacon at 
the beginning of the law—would 
serve as a continuing reminder to the 
commissioner that in his administra- 
tion of the law he was under a duty 
to recognize the legitimate spheres of 
both methods of operation. 

As I view the problem, it is essen- 
tial for states like New York, where 
action in concert in the field of rate 
making is ordinarily the rule, and 
states like Illinois and California, 
where independent filings are com- 
mon, to view each other’s practices 
with an understanding eye. It is ob- 
vious that a law requiring advance ap- 
proval on all rates made in concert 
and permitting disapproval at any 
time of rates made independently is 
impractical, although a great deal 
could be said as to its logic. I do not 
share the view that such a law im- 
poses a double standard, because all 
rates, whether made in concert or in- 
dependently, should meet the same re- 
quirements of adequacy and reason- 
ableness. Without a provision sub- 
jecting all rates to the same standards 
a supervisory official is powerless to 
stop a rate war. I have found from 
experience that those who sometimes 
chafe at what they regard as unneces- 
sary departmental interference with 
their rates are the first to turn to the 
department when put to a disadvan- 
tage by their competitors. 

No paper of this type would be 
complete without a reference to the 
degree of supervision which should 
be exercised over rating organizations 
themselves as distinguished from 
their products—rates. Rating organ- 
izations may be classified roughly into 
two divisions. In the first category 
fall those rating organizations in 
which the rate structure is so compli- 
cated that it is impractical, if not im- 
possible, for a company to make its 
own rates. In such fields if a com- 
pany is to survive it must belong to a 
rating bureau. The operation of the 
bureau is so expensive that there is 
little likelihood of competing bureaus 
performing the same function. Work- 
men’s compensation rating bureaus 
are an illustration of this type. In the 
second category fall rating bureaus 
which are operated primarily as a 
matter of convenience to companies 

(Continued on page 28) 
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A Program Under 


By ELMER W. SAWYER* 
IGHTEEN months have passed 


since insurance became com- 
merce. Nine months have 


elapsed since Congress assumed con- 
trol and delineated a pattern for col- 
laborative regulation of insurance by 
State and Federal governments. No 
truly big business ever before was 
catapulted into so perplexing and pre- 
carious a situation. Yet today the 
business has no plan for the future; 
it has no program for the formulation 
of a plan; and it has developed no 
leadership or organization capable of 
uniting the many divergent interests 
in the adoption of a program and the 
formulation of a plan. The time has 


come when the situation must be 
faced courageously and discussed 
frankly. 


To be asked to suggest a possible 
program for guidance of the business 
safely out of the morass into which it 
was plunged by the Supreme Court is 
flattering. I have accepted the Coun- 
cil’s invitation upon the assumption 
that the word “program” in the sub- 
ject assigned means a “course of ac- 
tion” rather than a detailed plan or 
blueprint. To suggest a general course 
of action is vastly different from at- 
tempting to answer the myriad of 
questions with which the business is 
confronted. The latter task will tax 
the combined intelligence of the best 
minds in the business and in its ad- 
ministration. The program I am 
about to suggest is, therefore, only a 
statement of my views with respect 
to the manner in which the insurance 
business (and in this discussion ad- 
ministration is considered a part of 
the business) should go about focus- 
ing its tremendous resourcefulness 
upon the solution of the many ex- 
tremely complex and difficult prob- 
lems that lie ahead, with here and 
there the injection of a personal opin- 
ion. 


It is hardly necessary to point out 
that the basis for a course of action 
is Public Law 15. It is my belief that 
the failure of the business to make 
satisfactory progress toward adoption 
of a program and a plan is due in 
large degree to the reluctance of many 
people in responsible positions to rec- 
ognize Public Law 15 for what it is, 
and to face the fact that, however 
distasteful such a program may be, 
success of the business requires 


“Address before Section on Insurance Law of 
American Bar Association at Cincinnati, Ohio. 
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speedy adjustment to the new phil- 
osophy of collaborative regulation of 
insurance as a quasi-utility. 

Insurance has been under Federal 
control since June 5, 1944, when as 
commerce it became subject to Fed- 
eral acts applicable to interstate com- 
merce. In Public Law 15 Congress 
took over regulation. Insurance is 
now regulated by the National Labor 
Relations Act and the Fair Labor 
Standards Act, and matters relating 
to boycott, coercion, and intimidation 
are regulated by the Sherman Act. 
Application of the Clayton Act, the 
Federal Trade Comntission Act, and 
the Robinson-Patman Act to the busi- 
ness of insurance is governed by the 
will of Congress. The extent to which 
states will be permitted to regulate 
any part of insurance within reach of 
Federal power rests upon the will of 
Congress. Whether Congress regu- 
lates all phases of insurance within its 
reach by its own direct enactments, 
or utilizes state help in regulation of 
phases with respect to which local 
supervision should be able to regu- 
late more satisfactorily in the local 
public interest, is wholly within the 
will of Congress. Permanence of 
State regulation rests upon its ade- 
quacy to keep Congress satisfied that 
continuation of the States’ system is 
in the public interest. 


The keynote of Public Law 15 is 
public interest. Even a cursory read- 
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ing indicates clearly the Congression- 
al intent that henceforth insurance is 
to be regulated in the public interest. 
It follows that the keynote of a pro- 
gram for the business must be public 
interest if the current view of Con- 
gress that State regulation of local 
phases is in the public interest is to 
be maintained. The starting point for 
a course of action is recognition of 
Public Law 15 for what it is—a pat- 
tern for collaborative regulation by 
State and Federal governments re- 
quiring the closest cooperation be- 
tween Congress and State legislatures. 


The governments of the nation and 
of the states are not alien to each 
other. They co-exist within the same 
territory. Regulation of interstate 
commerce within that territory is their 
common concern. Together they can 
effect regulation in the public interest 
possible only by collaboration. The 
Constitution does not prohibit such 
cooperation. Carmichael v. Southern 
Coal Co., 301 U.S. 495, 526 (1917). 


Public Law 15 is a pattern for col- 
laborative regulation of insurance by 
Federal and State governments. How- 
ever distasteful this may be to some, 
failure to recognize it as such, to 
study it for its possibilities, and to 
follow a course of action consistent 
with the pattern delineated, can result 
only in the further narrowing or the 
complete elimination of the area now 
assigned to the states. This area can 
be narrowed not only by Congression- 
al revision of its view that regulation 
by the states is in the public interest ; 
it can be narrowed as the result of 
conviction in the business that regula- 
tion by the states in this area cannot 
or will not function. Hence the ne- 
cessity for the most careful analysis 
of the pattern delineated by Congress. 


The states have been given time to 
perfect a system of State regulation 
within the area assigned to them in 
the collaborative plan. On January 1, 
1948, the Sherman Act, the Clayton 
Act, the Federal Trade Commission 
Act, and probably to some extent the 
Robinson-Patman Act, all of which 
Acts were suspended in their applica- 
tion to insurance by Public Law 15, 
become applicable to insurance “to the 
extent that such business is not regu- 
lated by State law.” There seems to 
be little doubt that Congress would 
readily extend the moratorium if con- 
vinced that an intelligent, coordinated, 
and workable plan consistent with the 
pattern of Public Law 15 had been 
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agreed upon even though little of the 
plan had been translated into State 
legislation. Without the complete 
blueprints of such a plan January 1, 
1948, might be a deadline. 


The most important time element is 
not, I think, the expiration of the 
Congressional moratorium. The dead- 
line that must be beaten is the date 
upon which majority opinion in the 
business will, if not convinced by 
adoption of a satisfactory plan that 
State regulation can and will be made 
to function satisfactorily in the col- 
laborative pattern, favor and actually 
seek Federal regulation in the area 
now assigned to the states. Change 
of opinion necessary to bring about 
that result is less than is generally 
realized. A little more of the inde- 
cision and fumbling of the last nine 
months may be all that is necessary. 


It is not difficult to understand how 
one who has studied the ramifications 
of this complex situation, seeing no 
real progress toward formulation of 
a plan in the nine months since Pub- 
lic Law 15 was enacted, reaches the 
conclusion that there will be no ade- 
quate system of State regulation. 
Neither is it difficult to understand 
why one who has become convinced 
that the magnitude of the task of cre- 
ating a State regulatory system is too 
great to be solved by democratic pro- 
cesses in the time available, believes 
it best to seek Federal regulation 
while there is yet time for ‘the busi- 
ness to have a voice in shaping that 
regulation. 


The only effective deterrent to the 
steadily growing support for Federal 
regulation is a detailed plan having 
sufficient merit to convince the busi- 
ness that adequate State regulation is 
reasonably possible. Such a detailed 
plan is also the best assurance of Con- 
gressional willingness to extend the 
time for putting the program into 
effect and otherwise to help the states 
regulate in the public interest. 


The first principle of a course of 
action is, therefore, recognition of the 
fact that henceforth insurance is to be 
collaboratively regulated by Federal 
and State governments in the public 
interest and the formulation, before 
January 1, 1948, of blueprints of a 
complete, workable system for State 
regulation within that collaborative 
pattern. 


An analysis of the pattern for col- 
laborative regulation set forth in Pub- 
lic Law 15 discloses that Congress 
has divided regulation into three 
areas: (1) the area in which Federal 
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regulation is to be exclusive, i.e., em- 
ployer-employee relationships and 
matters of boycott, coercion, and in- 
timidation; (2) the area in which 
State regulation is to be exclusive, 
i.e. intrastate insurance except so far 
as Congress, by exercise of its im- 
plied power to regulate matters that 
affect interstate commerce, indirectly 
regulates intrastate insurance; and 
(3) the remaining area in which Con- 
gress has invited the states, because it 
currently believes public interest will 
be better served by State regulation, 
to take over regulation. 


HE first area, in which Congress 
Th indicates Federal regulation to be 
exclusive, need give us no concern in 
our blueprints for a system of State 
legislation. All we need do is adopt 
and maintain as a part of our course 
of action the principle that employer- 
employee relations and matters of 
boycott, coercion and intimidation are 
wholly outside the scope of State reg- 
ulation. 


The second area, that of intrastate 
insurance regulation, likewise need 
give us no concern. Satisfactory State 
regulation of the business will regu- 
late intrastate insurance. The Feder- 
al government has no power of direct 
regulation in this area and, because 
indirect or implied power to regulate 
intrastate commerce arises only as in- 
cident to exercise of direct power, we 
need have no concern over intrastate 
insurance until Congress finds it nec- 
essary to regulate interstate insurance. 


It follows that blueprints of a plan 
will deal almost wholly with the third 
area, local phases of insurance regu- 
lation. Our major task in working 
out a detailed plan is to formulate a 
system under which State regulation 
can function adequately and in a man- 
ner consistent with the pattern of 
Public Law 15. In working out the 
details of this plan we must have the 
collaborative effort of the best brains 
in all branches of the business. But 
before we can begin upon details we 
must work out our course of action. 


The second principle in a program 
or course of action is, I believe, re- 
orientation of our philosophy of in- 
surance regulation in the light of Pub- 
lic Law 15. 


Lack of progress toward a plan 
during the last nine months is primar- 
ily due to the unwillingness of many 
to reorient themselves and accept 
changed conditions. So long as 
branches of the insurance business 
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interpret Public Law 15 as an oppor- 
tunity to use State law only for the 
purpose of ousting the application of 
the four Federal Acts to the business 
of insurance, there is little hope for 
progress. To seek to use State legis- 
lation selfishly for the purpose of pre- 
serving competitive advantages or to 
protect practices otherwise violative 
of those Acts is, I believe, not only 
contrary to the spirit of Public Law 
15 and at odds with its pattern for 
collaborative regulation ; it is evidence 
of the continued existence in the busi- 
ness of that disregard for public in- 
terest that led to the Supreme Court 
decision and to the enactment of Pub- 
lic Law 15. Unless formulation of a 
plan for State regulation can be ap- 
proached with a different philosophy 
there is little point in approaching it 
at all. Nothing short of honest regu- 
lation in the public interest and ac- 
ceptance of the philosophy that the 
welfare of the business rests upon its 
ability to understand and serve the 
public welfare offers a chance of per- 
manent success. 


A satisfactory plan for a system 
of State regulation in the collabor- 
ative pattern must cover three areas: 
(1) the area in which Congress has 
reserved exclusive control; (2) the 
area covered by the Sherman Act, 
the Clayton Act, the Federal Trade 
Commission Act, and the Robinson- 
Patman Act; and (3) the area em- 
bracing the remainder of the field. 


We could readily dispose of the 
first area by adopting the principle 
that our detailed plan for State regu- 
lation shall provide that no attempt 
by State legislatures to legislate upon 
employer-employee relationships or 
conditions or upon matters of boy- 
cott, coercion, and intimidation shall 
be made. 


Within the second area i.e., within 
the scope of the four Federal Acts 
mentioned, State regulation should 
follow a uniform principle. Congress 
has said that these laws, applicable 
to business generally, shall apply to 
insurance after January 1, 1948, to 
the extent that the business is not 
then regulated by State law. This is 
not an invitation to escape the appli- 
cation of these laws by any type of 
State regulation however disregard- 
ful of public interest. Congress has 
recognized that the business of insur- 
ance differs in many respects from 
other businesses and that because of 
its peculiarities the regulatory theories 
of these Acts may not coincide with 
public interest. 
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The Clayton Act prohibits, among 
other practices, ownership of one 
company by another and interlocking 
directorates where the result “may be 
substantially to lessen” competition. 


The Robinson-Patman Act makes 
illegal unfairly discriminatory prac- 
tices for the purpose of destroying 
competition. 


The Federal Trade Commission 
Act created a commission to deal with 
unfair methods and deceptive prac- 
tices in commerce. 


The Sherman Act protects the pub- 
lic against manipulation of prices in 
trade or commerce, and forbids agree- 
ments tampering with the price struc- 
ture. 


The Supreme Court said years ago 
that the business of insurance is af- 
fected with a public interest and may 
be regulated in the public interest. 
German Alliance Ins. Co. v. Lewis, 
233 U. S. 389 (1914). Certainly the 
business of insurance will not urge 
that a business affected with a public 
interest should be exempted, either by 
Federal or State law, from regulatory 
acts applicable generally even to busi- 
ness not affected with a public inter- 
est. 


Public Law 15 grew out of the 
willingness of Congress to permit 
regulated collaboration in insurance 
rate making, and the necessity for 
regulation by states of agreements 
that otherwise might violate the Sher- 
man Act. 


It was recognized that the insur- 
ance business cannot determine the 
cost of its product before the product 
is sold. Expense of doing business 
can be estimated as in other busi- 
nesses, but the cost of the product, 
determined by losses that occur, can 
be fixed only at a-later date when 
losses have been established. Insur- 
ance rates are made upon the assump- 
tion that the future will, within reas- 
onable limits, repeat the past. The 
broader the record of past perform- 
ance, the greater is the probability 
that it is not distorted by change and 
the greater becomes the degree of ac- 
curacy of prognosis. Most insurance 
companies do not have a_ sufficient 
volume of business to render their 
own experience a safe guide for the 
future. Because collaboration among 
insurers is necessary Congress per- 
mitted the states to regulate under a 
theory contrary to that of the Sher- 
man Act. 


The principle which should guide 
our plan within the area of these four 
Acts is, I believe, this: Except in 
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those instances in which public inter- 
est requires regulation of insurance 
under theories contrary to the theories 
of these four Acts, there should be 
no state regulation. It is no more 
inconvenient to the insurance busi- 
ness to have these Acts applicable to 
it than it was to other businesses 
when the laws became applicable to 
them. If we have situations or prac- 
tices in the insurance business that 
are made illegal by these Acts, which 
I doubt, it would be much better to 
abolish them than to create the im- 
pression that we are seeking to pre- 
serve practices inimical to public in- 
terest. The only State legislation we 
need within the area of these Acts is, 
I believe, regulation of legitimate col- 
laborative practices affecting the price 
structure of insurance. 


To legitimatize collaboration in rate 
making and in other practices that 
tamper with the price structure of in- 
surance, such activities must be “reg- 
ulated by State law.” Nothing in 
Public Law 15 gives an indication of 
the type or degree of regulation re- 
quired to meet the terms of that Act. 
Actual making or fixing of rates by 
the state would obviously be satis- 
factory regulation for the purposes 
of the Act, but it would not be accept- 
able to the business. Approval of 
rates in advance of use would also un- 
questionably satisfy the requirements 
of Public Law 15, but would tend to 
substitute supervision for manage- 
ment. Filing of rates subject to sub- 
sequent disapproval would, in my 
opinion, also meet the requirement of 
Public Law 15. It not only allows 
management more freedom, but it is 
the method of regulation ordinarily 
used by Congress when the duty of 
regulation of rates rests upon it. I 
believe it fair to assume that Congress 
was more concerned with results than 
with methods, and that any type of 
State regulation adequately protecting 
public interest is all that Congress in- 
tended. If that is true, a type of regu- 
latory law adequate for South Da- 
kota might be much less drastic than 
one required for New York. There 
seems to be nothing inconsistent in 
shaping the degree of regulation to 
the needs of the various states, pro- 
vided the regulatory law adopted by 
each state actually protects public in- 
terest in that state. 


In the third area, which as yet has 
not been explored by the business to 
my knowledge, fall all of the State 
regulatory provisions governing the 
operations of the business—control of 





foreign insurers, powers of insurers, 
policy contracts, reserves, practices, 
and hundreds of other details of oper- 
ation. In this area is the greatest 
amount of work if the business in- 
tends to do a thorough job and make 
the most of its opportunities under 
the pattern for collaborative regula- 
tion. 


OR seventy-six years states enact- 

ed regulatory statutes under the 
misapprehension that State power was 
plenary and supreme. Now that in- 
surance is commerce, State power to 
regulate interstate phases of insur- 
ance is limited to protection of the 
welfare of its citizens. Police power 
is probably adequate for all require- 
ments if properly used, but before we 
shall know whether State regulatory 
statutes are a valid exercise of limited 
State power or an invalid interference 
with the free flow of commerce among 
the states, we shall have to review 
every State regulatory statute and 
make certain that it conforms to the 
principles of dual control of com- 
merce. 


The necessity for review of all 
State regulatory statutes affords an 
excellent opportunity to work toward 
flexible regulation and uniformity of 
practices. State regulation will hence- 
forth be in constant contrast with the 
simplicity and uniformity that would 
exist under one regulatory authority. 


Several states, recognizing the nec- 
essity of revision of their insurance 
codes, have appointed commissions to 
undertake the work. Let us not over- 
look the fact that even if each of 
these commissions should do a per- 
fect job for its own state the result 
might well produce chaos in the busi- 
ness. If State regulation is to func- 
tion it must permit a very high degree 
of national uniformity in practices. 
Hence, the importance of coordinat- 
ing the work of these commissions 
with that of the insurance business. 
To date this vital part of the neces- 
sary plan seems to have been ignored. 


In Public Law 15 Congress has 
done much to aid State regulation. 
While Congress is powerless to en- 
large State power to regulate inter- 
state commerce (Jn re Rahrer, 140 
U. S. 545,560), it can and has re- 
moved obstacles to State regulation. 
It has negatived the implication that 
its silence with respect to regulation 
of insurance is to be construed by the 
Supreme Court as its will that insur- 











ance is not to be regulated, thus per- 
mitting states to apply their police 
power to phases of insurance that 
should be regulated uniformly. But 
Congress has gone farther. It has 
subjected all insurance and all en- 
gaged in insurance to the regulatory 
laws of the states. This means that 
Congress has conformed its own pol- 
icy to that of the individual states and 
will regard any violation of a State 
regulatory law, wherever that act 
takes place, as a violation of Federal 
law. The possibilities of such collab- 
oration in overcoming the limitations 
upon State power, ever bothersome 
to State administration, are tremen- 
dous. I recommend to you study of 
Chief Justice Hughes’ opinion in Ken- 
tucky Whit. & Collar Co. v. Illinois 
Central Railroad Co., 299 U. S. 334 
(1937), and exploration of the type 
of regulation of insurance possible 
through colaboration under the pat- 
tern of Public Law 15. To date, so 
far as I can learn, this phase of the 
necessary plan has also been ignored. 
Obviously our plan should lay the 
basis in State legislation for utiliza- 
tion of Federal power to prevent frus- 
tration of State policy. 

Since May of this year a committee 
composed of representatives of the 
various segments of the insurance 
business has been working upon the 
problems created by the application 
of Federal laws. This committee has 
not explored the remainder of the 
field. Its work has been limited to 
study of the Sherman Act, the Clay- 
ton Act, the Robinson-Patman Act, 
and the Federal Trade Commission 
Act, and to the drafting of rate-regu- 
latory statutes. No agreement has 
been reached. In the meantime a com- 
mittee of insurance commissioners 
has been drafting rate-regulatory sta- 
tutes. There are important differences 
of opinion between the committee of 
the commissioners and the commit- 
tee representing the insurance busi- 
ness. 


To prevent collision between the 
business and the commissioners in 
the legislatures of the four states 
where action must be taken in 1946, 
it is necessary that a compromise be 
made. I suggest that a compromise 
be made for these four states and that 
work be continued with the objective 
of a complete plan before January 1, 
1948. Once a plan has been adopted 
revision of action taken earlier can 
be made. 


I would also like to suggest that 
the committee now representing the 
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insurance business be converted into 
an Insurance Council, empowered to 
prepare and adopt a complete plan 
covering all of the problems created 
by the Supreme Court decision and 
by Public Law 15. In this Council 
the National Association of Insurance 
Commissioners should be given a 
voice and provision should be made 
for other representation of the pub- 
lic. This Council should be empow- 
ered to utilize the best brains it can 
find to study every phase of State 
regulation, to formulate a detailed 
plan for a system of State regulation 
within the pattern for collaborative 
regulation set forth in Public Law 
15, and to coordinate its work with 
the State commissions now working 
upon revision of insurance codes. 


It is not essential that the complete 
system be translated into law before 
January 1, 1948. Whether or not the 
moratorium is extended by Congress, 
much of the State system can wait. 
If the moratorium is not extended, 
rate-regulatory laws must be enacted 
before January 1, 1948. I firmly be- 
lieve that if the insurance business 
could create blueprints for an intelli- 
gent system of collaborative regula- 
tion that would function, we would 
have no difficulty in enlisting the sup- 
port of Congress whether its enact- 
ment would require one year or ten 
years. The senators and representa- 
tives of a state are as interested in 
proper regulation of insurance as is 
the insurance commissioner of their 
state. The attitude, discernible in 
some quarters, that regards them as 
representatives of an alien govern- 
ment ready to usurp State power at 
every opportunity seems to me absurd. 


Sut if such a plan is to enlist sup- 
port it must be based upon a new 
philosophy of regulation. Unless the 
business is willing to accept condi- 
tions as they are, and enter whole- 
heartedly into a new plan, there is, I 
believe, little hope for success. If 
formulation of such a plan is under- 
taken I would suggest that, among 
others, the following principles be 
accepted as a guide to the committee’s 
work: 


1. Insurance is now under Federal 
control and will remain under Fed- 
eral control. 


2. The keynote of insurance regu- 
lation is public interest, and every ac- 
tion must be governed by public in- 
terest. 
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3. State regulation in the area now 
assigned to the states is dependent 
upon keeping Congress convinced that 
public interest will be better served 
by State regulation. 


4. Regulation of insurance is now 
a matter of collaboration between 
Congress and State legislatures to 
bring about the best supervision in 
the public interest. 


5. Regulation of insurance in the 
public interest is not necessarily re- 
striction of activities of insurance 
carriers. It also requires encourage- 
ment of initiative and freedom of ac- 
tion in development of improvements 
in the public interest. 


6. Members of Congress, with few 
exceptions, are not hostile to insur- 
ance. It should be assumed that they 
have as much interest in adequate 
State regulation as we have. Under 
a plan of cooperative regulation a 
spirit of cooperation is imperative. 


7. Aid from Congress in making 
State regulation function adequately 
will be necessary once a program has 
been agreed upon. Therefore, culti- 
vation of a cooperative spirit is es- 
sential. 


8. Any program for State regula- 
tion must be a program for a system 
of State regulation creating a high 
‘degree of uniformity in practices. 
State regulation cannot escape con- 
stant contrast with’ uniformity which 
would be attainable under one regu- 
latory authority. 


9. A State system of regulation 
should reduce to a minimum causes 
for litigation over conflicting powers 
of Federal and State governments. 


10. State regulation must be re- 
conciled with the limited powers of 
states to effect regulation of inter- 
state commerce. This applies not 
only to new statutes but to all existing 
statutes. 


11. Statutes dealing with regula- 
tion of phases of insurance involving 
more than one state must be uniform 
or substantially uniform. 


12. Every segment of the business 
must adopt a spirit of live and let 
live. Each segment must realize that 
there can be no permanent gain for 
it at the expense of other segments. 
Each must be willing to fight for the 
right of all to enjoy what it seeks for 
itself. 
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WHEN IS AN ARTICLE 
“OF VIRTU”? 


Artistic quality is worth money re- 
gardless of the object’s utility. Un- 
derwriters who are called upon to in- 
sure objects of art and articles of 
virtu must determine whether the 
property has sufficient esthetic appeal 
to justify insuring it for an amount 
above its use value. 


Oil paintings, antiques, rare books 
and tapestries must be treated differ- 
ently than the kitchen stove and dining 
room table. The value of a painting 
is dependent upon intangible factors 
and it can be appraised only while the 
painting is intact. Appraisal of art 
work after a loss has occurred is al- 
most an impossibility. This may be 
contrasted to the loss of a refriger- 
ator. Even though the refrigerator 
may be damaged beyond any further 
use, and even though there is no avail- 
able record of its original cost price, 
the competent appraiser can arrive at 
its approximate value prior to the loss 
by a careful examination of the ruins. 
Examination of a charred canvas sel- 
dom gives any idea regarding the 
artistic quality of the painting prior 
to the fire. It is reasonable and nec- 
essary that art objects be appraised 
in advance of the loss and that a value 
be agreed upon between policyholder 
and insurance company. 


Objects of art are susceptible to 
damage by many more causes than 
would affect ordinary household furn- 
iture. Dampness may cause the draw- 
ers in your favorite bureau to swell 
or stick but a little carpentry work or 
paraffin wax will remedy the trouble. 
That same dampness may cause the 
paint to peel from the front of an ex- 
pensive painting with permanent dam- 
age to it as a work of art. Furniture 
and draperies subjected to moderate 
heat and smoke can be refinished and 
cleaned, but the repair of a smoked 
oil painting is a tedious job for a high- 
ly skilled workman. This susceptibil- 
ity to damage influenced patrons of 
the arts to seek an “all risks” insur- 
ance many years before such coverage 
was thought of in connection with or- 
dinary household goods. 


Devoted Lo 


‘UNDERWRITING AND TECHNICAL PROBLEMS OF 
INLAND MARINE AND AVIATION INSURANCE 
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The art lover is justly proud of his 
treasures. Just as the newly engaged 
girl wants to show off her 34 carat 
diamond ring, so does the owner of a 
Ming vase or Rembrandt painting 
want the world to see the beauty of 
his possessions. This desire to exhibit 
objects of art causes many owners to 
lend their property for exhibition 
purposes and they will need insurance 
coverage which protects the articles 
wherever they may be. 

Art objects are given the broadest 
possible protection by insurance com- 
panies and the Fine Arts floater pol- 
icy provides “all risk” coverage with 
only two or three exclusions. The first 
exclusion is loss due to wear and tear 
or gradual deterioration, damage 
caused by vermin, and that sustained 
from any process of repairing or re- 
storing. The second exclusion refers 
to loss or damage as a result of war 
and invasion. 

In addition, many policies issued to 
art owners do not cover loss by break- 
age of fragile articles unless caused 
by fire and the extended coverage 
hazards. The breakage exclusion may 
be eliminated from the policy for an 
extra charge, and this is frequently 
done where the property consists of 
china, glassware, fragile statuary and 
pottery. 

Coverage may be provided at fixed 
locations only, or the location may 
be wholly indefinite, with the property 
being protected anywhere within the 
United States and Canada. Fixed lo- 
cation policies may be endorsed to 
provide floater coverage up to 10% 
of the amount insured without any 
additional charge. Additional floater 
amounts are written for increased 
rates, and full floater policies are 
available for the art collection which 
is being shifted about at frequent in- 
tervals. 

In contrast with insurance of other 
kinds, the determination of values is 
a problem of the underwriter and not 
one which can be left for the adjuster. 
There must be a reasonable basis for 
the values agreed upon in the Fine 
Arts policy. Purchase price is fre- 
quently a good indication of value, 
particularly if the object were bought 
in the open market with some sales 








competition. Occasionally a picture 
or vase will be purchased by private 
arrangement between collectors and 
in such cases the price may be either 
too high or too low, depending upon 
the circumstances of the seller and the 
knowledge of both parties as to value. 
The services of a competent appraiser 
should be secured whenever there is 
doubt regarding the value to be agreed 
upon. 


The principal danger of large loss 
is from fire. Private collections may 
be located in country homes, and there 
are some wealthy collectors who move 
portions of their property between 
summer and winter homes as they mi- 
grate with the seasons. Even if an 
insurance company regularly accepts 
unprotected fire insurance business, it 
may not care to accept unprotected 
Fine Arts risks because of the heavy 
loss which would result from a fire at 
the unprotected location. The higher 
rates which are charged for insurance 
at unprotected locations are not com- 
pensatory, because there are few fine 
arts risks in relation to the danger of 
large losses. 


The hazard of theft may be import- 
ant as to specific items, but it is not 
likely that an entire collection would 
be cleaned out by burglars. Under- 
writing of the theft hazard, therefore, 
must consider the chances of losing 
individual pieces by burglary, and pil- 
ferage by visitors to a collection. The 
transportation hazard may be serious 
to floating art collections, particularly 
with porcelain, glassware and old 
paintings. Changes of temperature 
may crack delicate porcelain, and 
dampness is injurious to some of the 
pigments. 


The moral hazard is a major prob- 
lem in underwriting Fine Arts poli- 
cies. The integrity and the financial 
standing of an art collector must al- 
ways be examined in order to deter- 
mine whether he is a bona fide lover 
of art and whether he is financially 
able to cater to his hobby. The indi- 
gent art collector may be forced by 
circumstances to dispose of property, 
with the insurance compatiy the un- 
willing purchaser when other buyers 
Pail. 











Frauds are sufficiently frequent to 
justify the underwriter’s questioning 
the genuineness of individual items. 
The bona fide art collector is seldom 
fooled, but an individual piece owned 
by a policyholder may be something 
that was foisted off on him without 
his determining its real value. 


The Inland Marine underwriter 
will do well to study the catalogs of 
reputable art galleries and to spend 
some time in museums. In common 
with all underwriting, there is a cer- 
tain “feel” which is acquired as a re- 
sult of familiarity with the property 
being insured. Personal inspection of 
insured risks will pay big dividends in 
the knowledge acquired. Art lovers 
are proud of their possessions and are 
always glad to explain why one type 
of art is more valuable than another. 
They are also familiar with other col- 
lectors and the comments of one pol- 
icyholder may provide interesting in- 
formation regarding some other in- 
sured collection. 


The average underwriter often 
feels that there is no particular point 
in his attempting to farpiliarize him- 
self with a field such as fine arts, since 
he has not been called upon to deal 
with many requests for such cover- 
age in the past. He feels that his 
time would be more profitably spent 
in the study of fields in which the 
demand for policies is heavier. 


There is a strong likelihood, how- 
ever, that the ownership of objects 
of art of considerable monetary value 
is becoming much more widely dif- 
fused than is commonly realized. 
Many individuals who would not, 
under normal conditions, have any 
urge to acquire expensive paintings 
or other art objects have become 
aware of the fact that the values of 
these things tend to appreciate rather 
than to depreciate with the passage of 
time, and that in consequence they 
constitute an opportunity for the in- 
vestment of surplus funds without 
much possibility of loss. It was noted 
during the war years in European 
countries that the market for objects 
of art continued strong, and that such 
property retained its value even in 
the face of marked currency deprecia- 
tion. , 


The merchandising of objects of 
art, too, has changed noticeably in 
recent years, with many of the large 
metropolitan department stores offer- 
ing for sale to the general public 
through intensive advertising cam- 
paigns art objects which in other 
years would have been for sale only 
in art galleries. The volume of sales 
achieved by such methods has been 
unexpectedly large. 
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COMMISSIONERS 


(Continued from page 8) 


the whole matter alive until Mr. Di- 
neen’s figures could be collected and 
possibly correlated with other ideas, 
and further discussion had. In gen- 
eral the mutuals went along with the 
recommendations of the industry. 

There was a preliminary debate 
before the Commissioners’ Commit- 
tee on the Saturday afternoon before 
the opening of the major convention. 
During this session the matter of 
prior approval or not was given a 
thorough going over. Henry Moser, 
President of the National Association 
of Independent Insurers, made a vig- 
orous speech pleading with the Com- 
missioners to study the question more 
thoroughly before recommending a 
prior approval statute as a means ot 
providing regulation to meet the re- 
quirements of Public Law 15. He 
punctuated his remarks with legal de- 
cisions and records of what Congress 
had done and drew parallels from the 
progress of the Bulwinkle Bill now up 
betore the House for consideration in 
Washington. 

All of these matters were combated 
with logic and comparable vigor by 
Joseph B. Beach, Hardware Mutual 
Casualty, who waded even deeper into 
the legal status of prior approval and 
set the pattern for what may be the 
battle ot the century in coming ses- 
sions in state legislatures. 

The Health and Accident Subcom- 
mittee concluded that it would be bet- 
ter to defer any action on A & H 
laws until the big problems of the fire 
and casualty lines have been worked 
out with more satisfaction than now 
appeared. There was a sharp division 
on whether it was necessary or desir- 
able to regulate A & H rates. How- 
ever, Commissioner McCormack of 
Tennessee was quite positive in his 
conviction that ‘it anyone needs regu- 
lation they do. They should not be 
given a special advantage.” It was de- 
cided to give serious consideration to 
a number of improvements in A & H 
policies and in the conduct of the 
business generally. 


Also on Saturday afternoon W. D. 
Hall, Actuary of the National Auto- 
mobile Underwriters Association, ex- 
plained the statistical reporting pro- 
gram in the automobile physical dam- 
age field which the N.A.U.A. has pre- 
pared and is promoting. This calls 
for a rather elaborate reporting of 
data by the individual companies 
all looking toward a gathering of 
losses paid items. 

This provoked a discussion as to 
the need of scientific figures on where 
the expense portion of the premium 
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ollar goes and Director Dineen made 
he sharp statement that it is quite as 
important to trace the millions that 
re dissipated in expenses, as the mil- 
lions that go to pay loss claims. 

Commissioner McCormack was 
isturbed about the copyright feature 
of the N.A.U.A. manuals and drew 
a response from Mr. Hall that the 
Statistical plan he advocated as now 


‘contemplated would not be copy- 
righted. 


McCormack still insisted 
that the state should never be put in 
a position of requiring companies to 
do business in accordance with a 
copyrighted manual. 

Under the chairmanship of William 
A. Sullivan, Insurance Commissioner 
of Washington, the Committee on 
Fraternal Insurance reviewed the nec- 
essity for a new federal code and 
made progress toward that end. Dis- 
cussions revolved around the question 
of setting up proper reserves. An in- 
teresting proposal was that two funds 
might be provided—one fund to be 
required while mortality experience 
is good, but if a company’s business 
revealed a contrary trend, a second 
fund would be mandatory until at the 
discretion of the Commissioner, the 
financial condition of the carrier had 
improved to a point where it was safe 
to go back on the single fund basis. 

At a meeting of the Accident and 
Health Committee statutory provis- 
ions for forms used in this business 
were recommended in the interest of 
uniformity. Director Parkinson of 
Illinois presided. It was developed 
that some thought there was too much 
opportunity for individual interpreta- 
tion of accident and health forms and 
practices and that clarification was 
needed. 

Suggestions were given the Com- 
mittee by Robert C. Williams, Special 
Deputy Insurance Commissioner of 
Washington, who is now working on 
a new insurance code for that state. 
It was his idea that the Commission- 
ers had a duty to give the insured a 
sound basic accident and health policy 
and that this could only be accom- 
plished by the standardization of cer- 
tain qualities. He said this was cer- 
tain to be popular with the public and 
the courts needed such standardization 
in order to interpret properly what 
the law is in cases that come before 
them. 

All in all it may be said that the 
Convention by no means finally de- 
cided the great federai question, but 
there was a noticeable spirit of optim- 
ism that the area of disagreement 
was considerably narrowed and that 
the June meeting in Portland will be 
historic as a scene of a possible peace 
treaty for the insurance world. 
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NORTHWESTERN VETERANS BACK FROM THE WARS 











as 


CR PREKE Ss 


Anxious to take up where they left off early in the war, these six veterans are welcomed back 
to the Northwestern Mutual Fire Association by L. D. Brill, President of the Seattle insurance 
company. The veterans are (I. to r.): R. C. Davison, seated, Reg E. Dawson, W. E. Uppinghouse, 
Herbert E. Nelson, Dave Holliday, and W. R. Heath. 


From uniforms to business suits is 
a short and gratifying step these days 
for veterans returning to the many 
offices of the Northwestern Mutual 
lire Association as the result of a 
carefully planned veterans placement 
program instituted by the Seattle 
company at the very beginning of the 
War. 

Under the plan, the maturing ex 
and new skills, acquired 
while in the armed forces, are result 


periences 


ig in greater opportunities for the 
company's returning service people. 
[In most minor 
positions are being accorded more re- 
sponsible posts and given extensive 
training periods to learn the essentials 
of their new assignments. 


cases those who left 


Those who had specialized in cer 
tain phases of the company’s business 
are being returned to their former po 
sitions and given proper salary adjust 
ments in line with present day living 
conditions. They are being offered 
every educational advantage to famil 
iarize themselves with changes which 
have taken place in the business dur 
ing their absence. 

Throughout the war the Seattle 
firm kept its service people on a “leave 
of absence” status—kept them con 
stantly within the family circle 
through personal correspondence and 
company publications. Advance 


knowledge of the type of work each 
veteran desired, together with infor- 
mation on his or her development, was 
acquired by the company through re- 
sponses to a President's letter of in- 
quiry. Information thus received al- 
lowed a specially selected personnel 
committee to handle each individual 
as a special case, relating his or her 
talents to existing or proposed oppor- 
tunities, to the mutual benefit of both 
the individual and the company. The 
process at the same time tends to 
speed the transition from service to 
peacetime work. 


In order to make certain the 
achievement of its goal in the veter- 
behalf, the Northwestern set 
aside a substantial fund for 
the carrying out of its program. A 
number of the company’s service 
people have already returned and 
heartily endorse what has been done. 
Others not yet discharged from the 
service confidently plan on returning 
to the company as soon as possible. 


an’s 
reserve 


Northwestern employees, accord- 
ing to a recent survey, served in al- 
most every branch of the armed serv- 
Women from the company saw 
service with the WAC, the Spars, the 
Marines, and the Waves, with a num- 
ber working with Army Transport 


Corps. 


1ces. 





THE RATING PROBLEM 


(Continued from page 21) 

which join them and in which cate- 
gory there may be competing bureaus 
in the same field. There are some rat- 
ing fields in which companies can 
readily make their own rates. They 
join a rating organization because it 
simplifies one phase of their opera- 
tions. 

It is perfectly apparent that there 
is a marked ditference in the degree of 
supervision which should be exercised 
over the two types of bureaus, a fact 
of which state supervisory officials are 
well aware. The recent decision of the 
United States Supreme Court in the 
Associated Press case (65 Sup. Ci. 
Rep. 1416) is a clear indication that 
in the field of commerce, of which in- 
surance is now a part, quasi-public or- 
ganizations which enjoy a virtual mo- 
nopoly in their field must expect a 
higher degree of supervision and, if 
necessary, intervention in their in 
ternal affairs. Any other assumption 
in this day and age would be unreal- 
istic. The problem is to maintain a 
degree of supervision commensurate 
with the public iiiterest without at the 
same time unduly hampering or in- 
terfering with the efficient conduct 
of the bureau. 


While [ am of the opinion and have 
said that the rating problem as dis- 
tinguished from the interstate rating 
problem has been blown up beyond its 
size, | by no means wish to convey 
the impression that the other problems 
confronting us are all simple and 
readily solvable. On the contrary, I 
think there are many serious decisions 
which yet remain to be made. The 
continuance of state regulation is by 
no means assured. I doubt if state 
regulation will fail because we are un- 
able to create a perfect structure in 
a comparatively short period of time. 
There are reasonable men in Wash- 
ington, as elsewhere, and if our per- 
formance on the whole is good, and 
if those who have allowed us to con- 
tinue are impressed with our funda- 
mental honesty—as established by our 
accomplishments—I think we can sur- 
vive. 


[ sum up the rate regulatory phase 
of the situation by saying that we 
have been sparring long enough; let’s 
get the job done. And let’s do it in 
such a way that when our handiwork 
is examined by Congressional or state 
legislative committees, by the Depart- 
ment of Justice, by the press, and, 
above all, by the buyers of contracts, 
our work will stand scrutiny and re 
flect credit upon what is admittedly a 
great institution and one which is des- 
tined to be far greater. 
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LUMBER MUTUALS] 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 











INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 





Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 

Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., 

James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 

Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 
Martin Agency, Seattle. 

















0 JOHNNY, growing up is the most 
f pease thing a small boy can 
do—so he wants a “full measure” from 
top to toe. This same kind of all-inclusive “full measure” 
is what you want in the protection of your workmen’s 
compensation and liability insurance. Thousands of 
employers are finding it in the outstanding benefits that 
go with Hardware Mutuals policy back of the policy. 
The policy back of the policy produces tangible, useful 
results in safety, service and economy. It provides a 
safety engineering program as fully and precisely meas- 
ured to your individual needs as the pencil mark to the 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Pomt, Wisconsin 
Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 


LICENSED IN EVERY STATE 


DO 402 


The Policy Back of the Policy: 
Our way of doing business that 
makes your interests our 
first consideration. 


top of Johnny’s head. By cutting ac- 
cidents to a minimum this leads to a 
greater degree of uninterrupted, prof- 
itable plant operation. 

Hardware Mutuals prompt, fair, sympathetic claim 
settlements are a practical aid in creating good employe 
relations. As for economy — substantial dividend savings, 
now totalling over $93,000,000.00, have been returned to 
policyholders since organization. 

Let our representative explain these advantages in de- 
tail... . Send for our free booklet on improved meth- 
ods of Industrial Safety Procedure. 


Hardware Mutuals 


Stevens Point, Wis. * Owatonna, Minn. * Offices Coast to Coast 
Compensation, Automobile and other lines of non-assessable 


Casualty and Fire Insurance 











